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CHAPTER  1 


INTRODUCTION 

In  January  of  1986,  the  Montana  Department  of 
Agriculture  issued  a Request  for  Proposal  for  Consulting 
Services  to  assist  the  Department  in  developing  a 
feasibility  study.  The  overall  purpose  of  the  study  was  to 
analyze  the  financial  feasibility  of  reestablishing  the 
slaughterhouse  industry  in  Montana.  At  the  time  of  the 
study,  other  than  very  small  custom  slaughter  operations 
(less  than  200  head  per  week),  there  were  no  beef 
slaughterhouse  facilities  operating  within  the  state. 

R.  G.  Dickinson  and  Co.,  as  Project  Manager,  was  the 
successful  bidder  on  the  Request  for  Proposal  for  the 
study.  The  study  consisted  of  a detailed  analysis  of  the 
then  current  facilities  of  Midland  Packing  Company  (Midland 
Foods,  Inc.)  and  Yellowstone  Beef  Processors,  Inc. 
(formerly  K-K  Packing).  Both  of  the  facilities  are  located 
within  the  Yellowstone  Valley  with  Midland  Packing  at  800 
Minnesota  Avenue,  Billings,  Montana  and  Yellowstone  Beef 
Processors  at  South  Frontage  Road,  Laurel,  Montana 
(approximately  8 miles  west  of  Billings). 

Along  with  the  specific  analysis  of  the  above  two 
facilities,  it  was  agreed  between  the  Project  Manager  and 
the  Department,  that  an  assessment  would  be  made  regarding 
the  general  feasibility  of  locating  a slaughterhouse 
facility  in  the  state  of  Montana. 
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CHAPTER  2 


PURPOSE  AND  SCOPE  OF  TfiE  STUDY 

The  Beef  industry  in  Montana  has  its  roots  which  date 
to  the  establishment  of  the  general  area  of  Montana  as  a 
U.S.  Territory  in  1864.  For  over  120  years,  the  industry 
has  been  a i'owerful  economic  and  political  force.  VJith  its 
relatively  large  land  mass,  coupled  with  a relatively  small 
population,  the  state  has  been  ideally  suited  for  grass  fed 
cattle  production.  Since  the  turn  of  the  century,  and  up 
until  approximately  March  of  1985,  the  cattle  producer, 
both  grass  and  grain  fed,  has  had  a sizable  beef  slaughter- 
house located  within  the  state  of  Montana  to  purchase  and 
process  live  cattle  into  red  meat.  V/ith  the  closing  in 
March  of  1985  of  Midland  Packing,  the  opportunity  came  to 
an  end  for  the  cattle  producer  to  sell  in  quantity  to  the 
last,  relatively  large  in-state  meat  packer. 

An  inventory  of  live  cattle  in  Montana  over  the  last 
12  years  is  listed  below. 


ALL  CATTLE  AND  CALVES 
(000)  HEAD 


1975 

1976 

1977 

1978 

1979 

1980 

3,  340 

3,  150 

2,980 

2, 680 

2,607 

2,645 

1981 

1982 

1983 

1984 

1905 

1986 

2,675 

2, 900 

2,990 

3,150 

2,960 

2,450 

SOURCE: 

MONTANA 

CROP  AND 

LIVESTOCK 

REPORTING 

SERVICE 
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This  inventory  shows  that  obviously  Montana  has 
followed  the  national  trend  over  the  same  1975-1986  period 
of  declining  inventories  of  live  cattle.  Despite  the 
decline,  from  initial  inspection  the  question  has  been  put 
forth 

"given  the  apparent  satisfactory  inventory  of  live 
cattle  in  Montana,  why  is  there  no  in-state  meat 
packer  of  sufficient  size?" 

Quite  simply  this  study  is  devoted  toward  answering  that 
question  of  apparent  excess  supply  of  live  cattle  and 
correspondingly  no  demand  by  an  in-state  meat  packer  for 
that  supply. 

For  many  obvious  and  not  so  obvious  reasons,  the 
question  of  the  financial  feasibility  of  an  in-state  meat 
packer  is  far  more  complex  than  just  the  apparent  proximity 
to  a supply  of  live  cattle.  It  was  the  intention  of  the 
Project  Manager  to  approach  the  study  primarily  from  a 
financial  standpoint  consideration.  This  meant  a detailed 
analysis  of  the  financial  capital  needs  of  an  in-state 
meatpacker  and  the  subsequent  use  of  that  capital  in  the 
generation  of  profit  or  loss  from  operations.  Of  secondary 
consideration  to  the  Project  Manager  was  the  emotional, 
environmental,  community  and  political  issues  which  will  be 
defined  from  this  standpoint  as  intangibles.  Obviously, 
primary  and  secondary  issues  cannot  be  always  clearly 
defined  as  one  or  the  other.  For  example  a meat  packer  has 
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an  environiaentQ  1 problem  if  the  waste  v/ater  generated  from 
operations  at  a facility  exceeds  water  quality  standards 
for  purity  and  is  put  back  into  a flowing  stream.  This  is 
also  a financial  problem  when  the  V^ater  Quality  Bureau 
attorneys  arrive  with  an  injunction. 

Midland  Packing  Company  and  Yellowstone  D-eef 
Processors  as  well  as  a hypothetical  alternative 
meatpacking  facility  are  discussed  as  separate  chapters  in 
the  study.  The  financial  statements  which  correspond  to 
each  chapter  are  found  in  Appendixes  A1-A15  in  the  back  of 
this  study.  The  appendixes  are  preceded  by  narrative 
summaries  desribing  the  conditions  and  variables  for  each 
statement.  Doth  the  dicussion  in  the  appropriate  chapters 
and  the  appendix  summaries  should  helj)  the  reader  of  this 
study  understand  the  reasoning  and  purpose  for  these 
proforma  statements. 

For  the  benefit  of  those  desiring  a quick  appraisal  of 
the  results  of  this  study,  a summary  and  conclusion  is 
included  with  each  chapter. 
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CHAPTER  3 


PROJECT  MANAGER  AND  SUBCONTRACTORS 

Project  Manager 

Harry  A.  Brennan 

Vice  President-Corporate  Finance 

R.  G.  Dickinson  & Co. 

Des  Moines,  Iowa  503U8 

Pv.  G.  Dickinson  and  Co.  is  an  lov/a  based  regional 
financial  services  firm  serving  individual,  institutional 
corporate,  public  and  municipal  clients.  The  firm  v/as 
establislied  in  1955  and  currently  has  a staff  of 
approximately  32U  employees. 

More  specifically,  the  Corporate  Finance  Department 
serves  clients  located  throughout  the  United  States  with 
services  such  as  management  and  syndication  of  public 
offerings,  merger  and  acquisition  assistance  to 
corporations,  asset  based  lending,  venture  capital, 
business  valuations  and  general  consulting. 


Subcontractors 

Arnold  K.  Schandelson,  CPA 

Dale  R.  Rimler,  CPA 

Independent  Management  Service  (il'iS) 

Great  Falls,  Montana 

Independent  Management  Service  is  a consulting  firm 
specializing  in  accounting,  management  and  computer 
assistance.  IMS  was  chosen  to  provide  analysis  of 
historical  operating  results  of  the  meat  packing  facilities 
in  the  study  and  for  their  extensive  skills  in  financial 
model  creation  for  the  proforma  financial  statements. 
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L.  Dwayne  Barney,  Jr.  PhD 

Assistant  Professor  - Agricultural  Economics  and 

Economics  Dept. 

Montana  State  University 

Bozeman,  Montana 

Dwayne  Barney  couples  his  doctorate  in  Economics  with 
an  understanding  of  production  costs  in  the  slaughterhouse 
industry  and  the  problems  and  potentials  that  Montana  has 
in  marketing  beef  products.  Among  his  publications  was  the 
article  Montana  and  International  Meat  Markets:  What's 

the  Beef?”  which  was  published  in  the  Winter  1985  issue  of 
the  Montana  Business  Quarterly. 


Donald  Weisgerber 
Billings,  Montana 

Don  has  16  years  experience  in  the  slaughterhouse 
industry  where  he  worked  in  all  aspects  of  the  killing  and 
dressing  operation,  including  10  years  as  a plant 
superintendent.  His  knowledge  of  the  Midland  packing 
facility  and  Yellowstone  Beef  Processors  facility  was 
specific  and  extensive  and  he  was  chosen  to  aid  in  the 
analysis  of  the  physical  conditions  of  those  facilities. 


Robert  F.  Sawinski 
Asheville,  North  Carolina 

Bob  is  a consulting  industrial  engineer  with  41  years 
experience  in  the  slaughterhouse  industry.  His  expertise 
was  applied  in  the  area  of  operations  including  labor 
staffing  of  the  facilities  at  various  rates  of  slaughter, 
retrofitting  for  efficiency  on  the  killing,  boning  and 
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shipping  floors  of  both  equipment  and  work  stations,  and 
carcass  and  boning  yield  analysis. 

Norbert  Goskowicz 

Chicago,  Illinois 

Norb  is  a facilities  engineer  with  37  years  experience 
in  the  slaughterhouse  industry.  He  has  participated  in 
numerous  slaughterhouse  facility  evaluations  for  his 
current  employer,  a major  international  pork  and  meat 
packer.  His  expertise  was  applied  in  the  area  of  analysis 
of  plant  and  equipment  including  physical  condition  of  the 
facilities,  needed  modernization  of  the  facilities, 
analysis  of  cooler  and  freezer  capacity,  and  analysis  of 
both  the  rendering  and  waste  disposal  systems  of  the  two 
facilities  in  the  study. 

Joseph  O' Bryant 

Orlando,  Florida 

Joe  retired  as  Senior  Vice  President  for  Operations  at 
Swift  Independent,  the  nations'  largest  fresh  meat  packer. 
His  insight  was  applied  in  analyzing  the  transformation  of 
the  slaughterhouse  industry  over  the  last  30  years  and  how 
the  industry  is  viewed  by  one  of  the  dominant  participants 
in  the  industry. • 

Mark  Thompson 

Steve  Cromwell 

Billings,  Montana 

Mark  and  Steve  were  respotislble  for  some  of  the  "leg 
work"  in  the  Billings  area  including  collecting  data  from 
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OSHA,  FDA,  Montana  Water  Quality  Bureau,  etc.  In  addition, 
they  interviewed  Billings  business  and  political  leaders 
for  their  insight  into  the  meatpacking  business  in  the 
Yellowstone  Valley.  Mark  has  been  a Montana  delegate  to 
National  Cattle  Feeder  Association  conventions. 

Neither  the  Project  Manager,  nor  any  of  the 
Subcontractors,  with  the  exception  of  Mr.  Weisgerber,  has 
an  interest  in  the  slaughterhouse  industry,  feeder  cattle 
operation,  cow/calf  ranch,  fresh  meat  broker,  or  any  other 
operation  that  would  be  construed  as  a conflict  of  interest 
in  regards  to  this  study. 
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CHAPTER  4 


THE  STUDY 

THE  SLAUGHTERHOUSE  INDUSTRY 
AND  RED  MEAT  CONSUMPTION  PATTERNS 

An  examination  of  the  slaughterhouse  industry  shows 
that  the  industry  has  almost  completed  a full  cycle  of 
expansion  and  contraction  in  the  number  of  firms  in  the 
industry.  This  cycle  has  its  roots  in  the  first  two 
decades  of  this  country  which  provided  major  structural 
changes  in  the  industry,  most  of  them  mandated  by  the 
Federal  Government.  The  two  changes  which  altered  the 
industry  in  an  abrupt  manner  were  driven  by  both  social  and 
financial  forces. 

In  1906,  the  United  States  Department  of  Agriculture, 
which  historically  had  left  the  slaughterhouse  industry 
alone,  began  inspecting  meat.  In  many  ways  this  was  forced 
from  public  outcry  to  Upton  Sinclair’s  book,  "The  Jungle", 
which  exposed  the  unsanitary  conditions  of  the  industry. 
The  USDA  followed  up  their  inspections  with  the 
establishment  in  1927  of  varying  grades  for  red  meat  to 
assist  the  consumer  in  determining  the  quality  of  the  meat. 

Together  with  this  hands-on  interaction  with  the 
operations  of  the  industry  by  the  Federal  Government,  the 
basic  structure  of  the  industry  participants  was  changed 
with  the  use  of  the  Fed's  anti-trust  powers.  In  1920,  four 
large  packers  called  the  "Beef  Trust"  controlled  the  supply 
and  pricing  of  all  fresh  meat.  These  four  packers.  Swift, 
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Armour,  Wilson  and  Cudahy,  were  broken  up  by  the  Fed  and 
the  industry  splintered  into  literally  hundreds  of 
independent  meatpackers  along  with  the  stripped  down  large 
packing  companies.  Along  with  the  competition  came  a 
complacency  as  to  technology  and  efficiency.  A meat  packer 
of  30  years  ago  did  not  need  to  concentrate  on  cost 
savings,  quality  control,  or  modernization  in  slaughter 
techniques  because  of  a fairly  captive  market  of  consumers 
in  the  immediate  surrounding  area. 

However,  in  the  early  1960's  a company  appeared  which 
had  an  enormous  impact  on  the  decades-old  traditions  in  the 
packing  industry.  This  company,  Iowa  Beef  Processors 
(IBP),  revolutionized  the  industry  with  increases  in 
slaughter  efficiency,  reduction  of  costs  associated  with 
slaughter,  and  aggressive  marketing  of  IBP  meat  products. 

Prior  to  IBP,  a majority  of  slaughter  costs  were 
associated  with  the  skilled  labor  at  the  slaughter 
facilities  in  the  form  of  meat  cutters.  Traditional 
methods  of  slaughter  were  highly  labor  intensive  revolving 
around  the  meat  cutter  and  his/her  skill  with  a hand  knife. 
After  the  kill,  one  individual  was  responsible  for 
literally  breaking  the  entire  animal  down  to  quartered 
carcass  cuts,  including  removing  the  hide,  head,  legs, 
offal,  renderings,  and  non-edible  components.  The 
individual  meat  cutter  was  highly  skilled  and  paid 
accordingly.  Once  the  quartered  carcass  was  prepared,  the 
carcass  was  allowed  to  age  in  a natural  air  environment  for 
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I to  5 days  before  being  shipped  to  the  retail  grocer. 
Once  at  the  grocer,  the  individual  cuts  of  ribs,  roasts, 
loins,  shoulders,  briskets,  grinding  meat,  flanks  and  etc. 
were  produced  by  again,  a highly  skilled  butcher.  A retail 
consumer  then  made  a choice  of  a particular  cut. 

the  advent  of  Iowa  Beef  Processors  in  the  early 
1960  s,  the  beef  slaughterhouse  industry  underwent  a change 
toward  kill  and  shipping  efficiency  which  continues  to  this 
day.  IBP  pioneered  the  concept  of  "boxed  beef",  which 
involved  breaking  the  animal  carcasses  down  to  primal  cuts 
at  the  slaughter  facility,  wrapping  the  primal  cuts  in 
airtight  plastic  and  shipping  the  red  meat  in  50  to  100 
pound  boxes  to  the  grocer. 

The  advantages  of  boxed  beef  were  longer  shelf  life 
for  the  red  meat  and  less  shipping  costs.  In  the  former, 
the  shelf  life  of  red  meat  moved  from  a 7 to  10  day  period 
to  a 30  to  45  day  period.  This  allowed  boxed  beef  to  be 
shipped  far  greater  distances  and  to  warehouses  or 
wholesale  distribution  channels.  A packer  could  begin  to 
access  markets  of  1000  to  1200  miles  away  which  were 
formally  left  to  a local  packer.  Also,  the  25%  of  the 
carcass  which  was  bone  and  fat  was  left  on  the  slaughter 
facility  floor  rather  than  being  shipped  at  a substantial 
cost.  Boxed  beef  became  the  norm  in  the  red  meat  market 
and  those  older,  traditional  packers  with  the  40  to  60  year 
old  plant  and  equipment  got  left  behind  in  efficiency.  The 
new  slaughter  facilities  were  built  around  the  concept  of 
boxed  beef. 
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Along  with  the  boxed  beef  concept  came  the  move  to 
increased  labor  efficiency.  Labor  has  historically  been 
the  largest  component  of  the  cost  per  head  of  slaugliter. 
IBP  reduced  the  need  for  the  skilled  butcher  handling  all 
tasks  of  carcass  breaking  by  turning  the  breaking  into 
separate  functions  on  a "disassembly"  line  process.  Work 
stations  were  set  up  in  the  new  slaughter  facilities  and 
manned  by  individuals  responsible  for  only  one  function. 

An  anitaal  was  brought  into  the  plant  and  one 
individual  was  responsible  for  the  kill,  another 
responsible  for  removal  of  the  head,  another  removed  the 
legs,  another  pulled  the  hide  off  the  animal,  another  sawed 
the  carcass  i.n  half,  another  again  sectioned  the  halves  and 
then  the  quartered  carcass  parts  were  taken  to  the 
fabricating  room  to  be  boned  or  cut  into  the  primal  cuts. 
While  the  carcass  was  moving  other  individuals  were 
responsible  for  saving  the  edible  and  inedible  renderings 
and  the  specialty  meats  such  as  tongues,  tripe,  head  and 
cheek  meat,  briskets,  hearts,  brains,  etc.  Once  in  the 
fabricating  room  the  carcasses  were  processed  into  primal 
cuts,  quick  frozen  with  CO  2 and  cryovaced  into  airtight 
plastic  and  placed  in  t>ie  boxes  for  shipment. 

The  need  for  highly  skilled  workers  in  the  old 
slaughter  facilities  was  reduced  to  a more  unskilled  need. 
Consequently,  the  pay  cost  to  the  individuals  in  the  new 
^^^ilities  was  substantially  less  than  prior  pay  cost.  As 
can  be  expected,  meat  packers  with  higher  labor  cost 
conditions  cannot  compete  with  those  meat  packers  utilizing 
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lower  labor  costs. 


The  most  vivid  example  of  a meatpacker  attempting  to 
obtain  wage  concessions  from  unionized  workers  is  apparent 
with  the  strike  at  the  Hormel  plant  in  Austin,  Minnesota  by 
United  Food  and  Commercial  Workers  (UFCW).  Back  in  1984, 
the  initial  rumblings  of  the  labor  strife  to  come  was  noted 
in  a Business  Week  article... 

After  decades  as  the  largest  and 
most  paternalistic  employer  in  Austin, 

Minn.,  George  A.  Hormel  & Co.  is 
turning  into  a tightfisted  distant 
relative.  When  the  meatpacking  company 
imposed  a 23%  cut  in  wages  on  1,700 
members  of  the  United  Food  & commercial 
Workers  on  Oct.  8,  more  than  3,000 
people-out  of  23,000  town  residents- 
showed  up  at  a meeting  to  chart  plans 
for  a possible  strike.  And  Austin 
Mayor  Thomas  H.  Kough-a  Hormel  rank  and 
for  24  years  who  defeated  a 
Hormel  vice-president  for  the  office 
two  years  ago-organized  a rally  of 
business  people  to  discuss  the  wage 
cut's  potential  damage  to  the  local 
economy. 

The  buzz  saw  Hormel  faces  in 
Austin,  a company  town  100  mi.  south  of 
Minneapolis,  underscores  tlie 
i ^ ^ c ’J  1 1 i e s it  and  General  Foods 
Corp.'s  Oscar  Mayer  & Co.  are  having 
getting  wage  concessions  long  since  won 
by  many  competitors.  In  1983,  Wilson 
Foods  Corp.  filed  for  Chapter  11 
bankruptcy  protection  and  abrogated  its 
labor  contracts.  Armour  Food  Co. 
closed  most  of  its  plants  and  opened 
them  under  new  ownership  with  non-union 
labor  earning  as  little  as  an  estimated 
$8  an  hour  in  wages  and  benefits- 
compared  with  more  than  $20  at  Hormel 
and  Oscar  Mayer.  L.  Knowlton,  chairman 
of  Hormel,-  whose  father  was  a rank  and 
filer  for  Hormel  and  Austin  for  32 
years  - claims  that  not  getting 
concessions  would  be  "tantamount  to 
taking  down  our  plants  brick  by  brick". 

” SOURCE;  ‘'BUSINESS  WEEK''  OCTOBER  29,  1984 
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The  UFCW  members  have  now  been  out  on  strike  for 
approximately  32  weeks.  As  Hormel  moves  to  hire  more  non- 
union workers  to  replace  the  strikers,  the  action  has 
turned  from  passive  picketing  to  near  riot  conditions 
involving  police  and  the  strikers.  It  is  an  obvious 
problem  where  150O  people  out  of  a town  of  23,000  stand  to 
lose  their  jobs. 

IBP  also  refined  the  concept  of  single  species  kill 
facilities.  Older  packing  facilities  could  kill  sheep, 
cows/bulls,  fed  cattle,  etc..  IBP  began  to  concentrate  on 
a single  story,  one  purpose  plant  for  greater  efficiency. 
While  IBP  did  not  necessarily  invent  boxed  beef  and  single 
species  kill  plants,  the  company  was  able  to  maximize  the 
usage  of  these  slaughter  and  ship  methods. 

Also,  with  the  advent  of  cattle  feedings  in  the  1950’s 
and  1960's  in  the  midwest  corn  producing  areas  and  the 
Texas  Panhandle  grain  producing  area,  the  new 
slaughterhouse  facilities  were  relocated.  The  move  was 
made  from  being  near  to  the  specific  consumer  to  being  near 
the  cattle  producing  areas.  With  the  increase  in 
efficiency  of  the  slaughter  facilities  coupled  with  being 
close  to  large  inventories  of  cattle  on  feed,  the  speed  of 
cattle  slaughter  was  increased  from  several  hundred  per  day 
In  the  older  facLlLti.es  to  as  much  as  4,000  to  5,000  per 
day  in  the  new  facilities  of  IBP,  MBPXL,  Monfort,  etc. 

Coupled  with  the  major  structural  changes  in  the  meat 
packing  industry  has  been  a declining  trend  of  meat 
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consumption  in  the  United  States.  The  following  table 
shows  the  trf>nd  in  beef  and  chicken  consumption  per  person. 
PER  CAPITA  beef/chicken  CONSUMPTION 


1976 

1984 

Beef 

94.4  lbs. 

78.6  lbs. 

Chicken 

43.1  Ib.s. 

55.7  lbs. 

In  summary, 

BASIC  DATA  - US DA 
this  represents  a 

20%  decline  in 

consumption  of  beef  and  a 37%  increase  in  consumption  of 
chicken  of  a per  capita  basis.  The  beef  industry  is  aware 
of  this  trend  but  has  just  begun  to  identify  its 
competition . . . 


"Demand  for  beef  is  not  . as  strong  as  it 
has  been  in  the  past.  The  biggest 
single  reason  for  this  somewhat  weaker 
demand  for  beef,  a recent  analysis 
suggests,  is  simply  the  relatively 
large  volume  of  chicken  which  is  now 
available  and  which  many  consumers  have 
come  to  eat  regularly". 


SOURCE:  MEAT  PROCESSING,  JUNE  1984 

Prime  and  choice  cuts  of  meat  are  the  best  cuts  from  a 
flavor  and  moisture  standpoint.  However,  health  and 
nutrition  research  increasingly  says  that  the  best  tasting 
meat  may  not  be  the  best  for  you.  The  marbling,  which  is 
the  little  Flecks  of  fat  interspersed  through  the  red  meat, 
gives  one  of  the  best  indications  of  the  quality  of  the 
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-a-at.  rri.ae  and  choice  cuts  are  laden  with  this  fat.  This 
fat  has  been  linked  to  heart  disease  and  cancer.  Because 
of  tins  li.nk,  the  consumer  has  been  looking  for 
alternatives  to  red  meat  consumption,  such  as  chicken  and 
fish  products.  ;^long  with  the  health  concern,  boneless 
poultry  meat  is  substantially  less  expensive  than  prime  or 

choice  beef.  Also,  an  emphasis  has  been  placed  on  eating 
leaner  meat. 

Grain  fed  cattle  produce  the  fat  cover  that  means 
better  marbling.  Much  emphasis  has  been  placed  recently  on 
attempting  to  genetically  engineer  cattle  and  alter  feeding 
patterns  to  produce  leaner  fed  beef.  Contrasted  with  fed 
cattle,  a grass  fed  cow  which  is  a calf  producer  is  a 
leaner  animal.  There  is  a separate  and  distinct  market  for 
the  leaner  "utility"  animal,  the  grass  fed  cow/bull,  versus 
the  fed  animal.  The  utility  animal  more  often  than  not  is 
used  in  boneless  beef  products  including  sausage,  beef 

jerky,  grindable  meat,  round  and  flank  steaks,  and  some 
loin  cuts. 

In  1983,  the  commercial  cattle  slaughter  in  the  United 
States  was  made  up  of  grain  fed  steers  and  heifers  - 69%, 
nonfed  steers  and'  heifers  - 8%  and  cows/bulls  - 23%. 
Meatpackers  tend  to  specialize  in  the  slaughter  of  either 
fed  cattle  or  nonfed  cattle.  For  example,  cow  and  bull 
slaughter  represented  only  0.3%  of  the  1982  slaughter  by 

major  packers  including  IBP,  MBPXL,  Spencer  and  Monfort 
(Quail,  1986). 
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Quite  obviously,  the  meat  packing  industry  has  had  to 
adjust  to  Intense  competition  and  declining  markets  fror  its 
products.  Tlie  full  cycle  of  expansion  and  contraction 
wliich  was  mentioned  at  the  start  of  the  chapter  is  apparent 
in  todays  meatpacking  industry.  From  the  4 or  5 major 
meatpacking  companies  which  had  an  iron  grip  on  U.S.  meat 
productions  early  in  this  century,  grew  literally  hundreds 
of  competitive,  small  independent  packers.  Midland  Foods 
was  an  example  of  that  growth.  However,  the  expansion  has 
reversed  itself  dramatically  especially  in  the  last  15 
years.  Tlie  contract  iot;  era  of  the  cycle  has  affected  plants 
similar  to  Midland. 

"As  recent  mergers  and  plant  closings 
demons  I-.  rate,  tlie  meat  business  is 
reorganiziiig  along  new  lines.  It 
appears  that  only  five  or  six  huge 
laeatpackers  will  survive  out  of  a pack 
of  about  16  major  companies  and  today's 
largest  beef  slaughterers  will  top  that 
list. " 


SOURCE:  WALL  STREET  JOURNAL  DEC.  2,  1985 


A two  year  study  commissioned  by  the  American  Meat 
Institute  in  1984  listed  the  problems  and  opportunities  in 
t}\e  red  meat  industry. 


"Twelve  roadblocks  in  the  path  of 
packing  companies  were  listed  in  that 
report:  low  growth ' pro jections  for  red 

meat  consumption;  a fragmented  market; 
limited  knowledge  on  the  part  of 
packers  and  processors  of  markets  and 
customers;  narrow  management  focus  and 
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emphasis;  government  regulation  (to 
some,  the  real  biggie);  bargaining 
power  of  buyers;  increased  competition 
for  shelf  space;  declining  margins; 
limited  markets  for  exports; 
overcapacity  in  the.  pork  sector;  the 
cruncli  for  cap  I fa  1;  and  weak  sales  and 
marketing  skills. 


S(^URCC:  MEAT  PROCESSING  OCTOBER  1984 


An  examination  of  the  meatpacking  industry  shows  that 
those  companies  wliic'n  are  commodity  companies,  beef 
slaughterers  and  shippers,  rely  very  heavily  on  volume  for 
profits.  The  table  below  shows  net  income  after  taxes  as  a 
percentage  of  sales. 


PERCENT  OF  TOTAL  SALES 


1975  1976 

1977 

1978 

1979 

1980 

1981 

1982 

1983  1984 

1.0  .9 

. 7 

.8 

1.0 

1.0 

. 7 

.9 

00 

00 

SOURCE; 

1984 


AMI,  FINANCIAL  REVIEW  OF  MEAT  PACKING  INDUSTRY, 


Two  reasons  that  the  profit  margin  for  meatpackers 
have  remained  fairly  constant  rather  than  increasing  in  the 
face  of  the  savings  on  slaughter  costs  noted  are  as 
follows...  most  of  the  cost  savings  have  been  i)assed  on  to 
the  beef  consuraer  (beef  prices  >iave  generally  lagged  the 
Consumer  Price  Index),  and  the  larger  grocery  store  chains 
are  able  to  inventory  more  boxed  lieeC  due  to  the  longer 
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shelf  life  mentioned.  These  inventory  increases  help  the 
grocer  stabi.l  l./.e  meat  supplies  from  the  packer. 

Obviously,  with  net  profit  on  the  average  less  than 
one  percent  of  total  sales,  meat  packing  companies  must 
strive  to  maintain,  and  increase  if  possible,  market 
p'=>netration  if  they  are  going  to  survive  financially. 
Declining  red  meat  consumption  makes  this  a catch-22 
situation  and  has  been  responsible  for  the  shrinking  number 
of  companies  in  the  meat  packing  industry. 


G 
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SUMMARY 


The  s ],.-\ucjhterhouse  industry  has  almost  completed  a 
full  cycle  from  expansion  and  contraction  in  the  number  of 
firms  in  tne  indnsi.ry.  The  first  two  decades  of  this 
country  were  dominated  by  four  major  meatpacking  firms, 
ihe  federal  gove r n men t s ' anti-trust  powers  broke  the 
domination  by  these  four  firms  into  literally  hundreds  of 
independent  packers  serving  mostly  a local  red  meat  demand. 
No  inroads  in  slaughter  efficiency  were  made  until  Iowa 
Beef  Processors  began  operations  in  the  early  1960’s. 
IBP  s rapid  growt’n  was  fueled  by  large  savings  in  the  cost 
per  head  of  slaughter  which  were  passed  on  to  consumers, 
and  the  i apl  ementation  of  the  "boxed  beef"  concept  which 
made  for  longer  shelf  life  and  shipping  distances  for  red 
meat.  IBP  and  companies  with  similar  standards  were  able 
to  obtain  much  of  the  red  meat  market  formerly  served  by 
many  of  t)iose  local  packers. 

Coupled  with  the  intense  competition  within  the 
industry  itself,  the  per  capita  consumption  of  beef  has 
decreased  by  approximately  20%  over  the  last  10  years. 
'Jntrltion,  Tiealth,  and  medical  sources  have  advised  the 
public  to  avoid  meats  with  high  fat  and  cholesterol 
cnntPiit,  thereby  driving  some  of  that  red  meat  demand  to 
poultry  and  fisli  as  alternative  main  courses. 

The  consolidation  of  the  meatpacking  industry  into 
fewer  and  therefore  larger  participants  striving  for 


20 


increased  slaughter  cost  savings,  combined  with  a smaller 
market  for  retail  beef  products,  has  forced  many 
meatpacking  plants  to  close  due  to  an  inability  to  compete. 
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CHAPTER  5- 

MIDLAND  FOODS,  INC. 


Background 

The  Midland  packing  plarit  provides  beef  slaughtering 
and  processing  for  Midland  Foods,  Inc.  The  packing 
facility  is  located  at  BOD  Minnesota  Avenue  in  Billings, 
Montana.  Per  a loan  proposal  to  the  Montana  Economic 
Development  Board,  the  owners  of  the  facility  through  the 
operating  company.  Midland  Foods,  Inc.,  are  listed  as 

Ronald  M.,  Cindy  K.  and  Kirk  K.  Lund;  and  Donald  and  Logan 
DuBeau . 

At  present,  the  Midland  packing  facility  is  the  only 
major  beef  slaughter  and  boning  facility  in  the  state  of  O 
Montana.  The  maximum  annual  slaughter  capacity  of 
approximately  150,000  head  per  year  would  place  Midland  in 
the  "regional"  classification  of  slaughter  facilities.  For 
purposes  of  comparison,  the  American  Meat  Institute  has 
classified  meat  packing  companies  under  the  following  sales 
categories : 


National^  Packers  are  those  companies 
with  animal  sales  exceeding  $500 
million.  These  companies  products  are 
getierally  -Ustributed  nationwide. 

Regional  Packers  are  companies  with 
annual  sales  of  $50  million  to  $500 
million.  While  those  companies 
generally  do  not  d i s t r i bu  t e th  e i r 
XJroducts  nationally,  many  of  them  liave 
good  market  coverage  in  their  regions 
and  compete  with  national  packers  for 
some  (products. 
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Local  Packers  are  defined  as  those 
companies  with  annual  sales  less  than 
$50  million.  Firms  in  this  category 
generally  distribute  their  products  in 
the  areas  immediately  adjacent  to  their 
plants . 


SOURCE;  AMI  FINANCIAL  REVIEW  OF  THE  MEAT  PACKING 
INDUSTRY  1984 

At  the  time  of  this  study,  the  Midland  facility  had 
ceased  operations  since  February  of  1985.  The  chapter  on 
the  Midland  facility  is  separated  into  background, 
engineering  report,  historical  financials  and  analysis, 
projected  operations,  and  summary. 
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ENGINEERING  REPORT 


a 


P roper ty , P lant  ^ Equipment 

On  approaching  the  plant  off  Minnesota  Ave.,  in 
Billings,  Montana,  the  pre-stressed  concrete  building 
presented  a good  appearance.  To  the  north  and  west  sides, 
there  are  stock  pens  and  a sheet  metal  building.  On  the 
south  is  a small  creek.  On  the  east  side,  the  plant  has 
old  sections  of  the  building  and  some  stored  pallets, 
barrels,  etc.  There  is  a home  across  from  the  front  yard, 

where  the  caretaker  lives.  The  front  yard  is  paved  with 
blacktop . 

The  office  area  consists  of  a reception  area  and  four 
private  offices.  There  is  a lavatory  in  the -area.  There 
appears  to  be  enough  desks  to  fill  the  needs  of  the  plant. 
There  were  additional  offices  in  the  plant  for  the  FOOD 
SAFETY  AND  INSPECTION  SERVICE  (F.S.I.S.)  inspectors,  chief 
engineer  and  supervisors.  There  is  a Killing  & Dressing 
mens-  locker  room  with  65  lockers  and  lavatories.  The 
lockers  are  in  poor  condition.  There  also  is  a lunch  room 
with  tables.  The  lockers,  locker  room,  hallways  and 
surrounding  areas  will  require  a substantial  amount  of  work 
to  bring  up  to  acceptable  level. 

Dressing  Floor 

F.S.I.S.  has  approved  the  slaughter  speed  for  90  fed 
cattle  or  79  cows  and  bulls.  The  cattle  are  driven  into  a 
stunning  box  with  a rotating  release  door.  This  stunning 
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chute  i3  equipped  with  a Kosher  statlo.i  for  koshering 
cattle.  The  stunning  box  is  in  good  condition.  The 
landing  area  is  wide  enough  for  operators  to  work  safely. 
There  are  two  heavy  duty  vertical  automatic  shackle  hoists. 
These  are  the  type  capable  of  hanging  heavy  anina  1 s.  The 
shackle  landing  distance  to  floor  is  21'8"  with  an  animal 
retaining  wall  3'6"  high.  The  bleeding  area  is  above  this 
wall.  The  bleeding  rail  to  floor  distance  is  17'2".  These 
heights  are  adequate  for  longer  cattle,  such  as  cows  and 
bulls.  F.S.I.S.  regulations  require  16'  of  clearance. 

Schumer  stunning  tools  are  used  for  dispatching 
animals.  Dehorning  is  performed  by  a B & D (Best  & 
Donovan)  and  Kentmaster  dehorners.  Heads  are  not  skinned 
manually,  except  for  the  larger  bulls.  The  hide  is  pulled 
flown  with  a mechanical  hide  puller. 

Further,  the  hide  is  removed  from  hind  legs  with  a 
conventional  knife.  The  legs  are  cut  off  with  Jarvis 
hydraulic  hock  cutters  and  front  feet  are  also  removed  with 
a hock  cutter.  T’ne  bellies,  flanks,  inside  and  outside 
fels,  low  back  and  rumps  are  skinned  out  with  pneumatic 
Jarvis  dehiders.  The  pattern  is  cut  on  the  front  forearm 
with  a conventional  knife.  The  tail,  back  shoulders,  neck 
and  head  are  not  skinned.  The  top  portion  (loins,  rump  and 
tail)  are  stripped  with  a "banana  bar"  with  shoulders,  neck 
and  head  pulled  with  a down  puller.  The  method  described 
is  adv.i-^o»l  Ir-ssing  technology.  If  there  was  a side 
puller  it  would  improve  the  operation  even  more. 
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After  heads  are  cut  off,  they  are  washed  in  a 
stationary  cabinet,  and  placed  on  a Buschman  type  head 
conveyor  where  the  tongue  is  removed  from  head.  The  head 
then  passes  through  a Chad  head  washer.  After  the  Chad 
washer,  the  head  conveyor  moves  to  an  F.S.I.S.  inspection 
station  which  is  elevated.  There  is  room  for  one 

inspector.  However,  this  inspection  station  could  be 

lengthened  if  the  need  arose.  Th^.  ^ 

The  head  conveyor  then 

elevates  over  the  top  of  the  dressing  conveyor  onto  a 
variety  meats  work  up  room  where  the  heads  are  boned. 
There  Is  no  mechanical  jaw  puller.  The  tongues  also  are 
trimmed  in  this  variety  meats  room.  The  tongue  trimming 

operation  could  be  done  more  efficiently  if  it  were  trimmed 
when  it's  hanging  on  a hook. 

The  carcass  is  conveyed  to  a moving  top  slatted 
Viscera  conveyor  which  is  a short  table.  The  capacity  is 
two  carcasses  at  the  table  at  a time.  There  is  room  for  an 
inspector  for  inspecting  viscera.  The  operators  trimming 
variety  meats  work  toward  the  end  of  viscera  table  on  both 
Sides.  If  there  was  need  for  a higher  dressing  speed,  a 
pre-gutting"  stand  could  be  installed  so  an  operator  could 
do  some  of  the  preliminary  evisceration  preceding  the 
viscera  table.  A 2nd  inspector  could  also  be  stationed  on 
the  opposite  side  of  the  existing  inspector. 

There  is  a be  Fiell  self-steriliti„g  high  voltage 
electro-stimulater  preceding  the  viscera  table.  if  the 
Plant  killed  cows  only,  this  equipment  would  not  be 
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required.  The  electro-sti mu later  is  used  to  tenderize 
beef.  This  piece  of  equipment  is  in  good  condition. 

The  Brisket  saws  are  the  latest  model  Jarvis  hydraulic 
models,  and  there  are  two  of  these  saws.  The  carcass 
splitter  is  also  the  latest  model.  It  is  a Kentmaster 
bandsaw,  with  a Kentmaster  reciprocating  bladesaw  for 
stand-by.  The  splitters  platform  is  vertical  elevating  and 
not  side-moving  which  is  more  desirable. 

After  passing  over  a single  dip  rail  scale,  the 
carcass  is  conveyed  through  a carcass  washer.  The  sprays 
are  stationary  so  a manual  wash  with  a spray  is  required. 

Rail  height  on  dressing  floor  is  13'6".  The  conveyors 
are  powered  with  one  motor  and  a connecting  line  shaft. 

The  paunches  are  emptied  and  tripe  is  saved  and 
denuded.  The  paunches  are  washed  and  trimmed  on 
"umbrellas"  hung  on  a "tree"  and  moved  t' > the  denuders 
(tripe  washers).  This  is  obsolete  technology.  There  are 
six  operators  doing  what  can  easily  be  done  by  three.  A 
retrofit  to  modem  technique  would  require  an  outlay  of 
approximately  $50,000.  However,  this  amount  of  money  could 
be  saved  on  labor  alone  in  less  than  a year,  with  improved 
tripe  yields. 

The  variety  meats  department  could  also  be  improved  to 
eliminate  one  or  possibly  two  operators  at  400  cattle  per 
day.  The  facility  would  have  to  install  a meclianical  jaw 
puller  to  improve  the  operation  so  better  job  combinations 
can  be  developed. 


27 


with  some  of  tlie  latest  eijuipment,  the  dressing 
department  could  be  made  more  efficient.  Thirty-nine 

operators  are  listed  in  the  K .&  D and  offal  room.  For  50 
cattle  per  hour,  this  is  a large  number  of  operators. 
Below  we  will  list  areas  where  savings  could  be  realized; 


1.  Discontinue  the  Koslier  slaughter.  This 
ties  up  too  many  operators  doing  the 
actual  slaughter  and  maintaining 
ideritity  of  the  carcasses.  It  also 
slows  down  the  operation  and  a high 
percentage  of  heads  get  condemned 
because  of  contamination  from 
regurgitated  stomach  content  when  the 
throat  is  cut. 

2.  Install  a good  stunning  tool  ("The 
Knocker")  so  the  knock ing/ shack  ling 
operation  could  be  improved. 

3.  Install  a side  puller  so  uianual 
skinning  of  sides  could  be  reduced 
which  would  eliminate  one  operator. 

4.  The  electro-stimulater  will  not  be 
required  if  only  cows  are  dressed. 

5.  Modernize  tripe  saving  operation  and 
eliminate  3 operators. 

6.  Improve  on  the  head  conveyor  so  head 
washing  can  be  improved  atnl  labor 
reduced. 


V^ith  the  above  changes,  the  work  force  could  be 
rearranged  for  more  efficient  operations.  Most  modern  K & 
D departments  dress  more  than  2 1/2  cattle  per  man  hour. 
With  the  right  eipuipment  and  gang  balance,  the  work 
performed  by  the  33  operators  should  be  performed  by 
approximately  22.  Also,  the  dressing  speed  could  be 
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speeded  up  if  all  other  factors  in  the  plant  could  handle 
it,  mainly  inedible  rendering.  With  all  the  unneeded 
labor,  it  would  be  difficult  for  the  x^lant  to  be 
competitive  in  the  market  place.  If  this  is  to  be  a viable 
operation,  improvement  will  be  mandatory. 

S team  and  Power 

The  boiler  room  has  two  Kewanee  boilers  which  appear 
each  to  be  about  25,000#/hr  steam  capacity.  There  are 
eight  ammonia  compressors  scattered  throughout  two  rooms. 
They  are  "old  timers"  made  by  Vilter  Mfg.  Co.  and  appear  to 
be  an  approximate  connected  load  of  350  tons  of 
refrigeration.  Air  is  supplied  by  three  Kellogg-American 
rotary  screw  compressors  driven  by  60,  40,  & 30  HP  motors. 

This  would  appear  to  be  adequate  to  supply  compressed  air 
for  the  plant. 

One  of  the  larger  Vilter  compressors  has  a cracked 
water  jacket.  The  other  compressor  appears  to  be  in  fair 
condition,  except  for  being  old.  The  compressor  motors  are 
also  in  fair  condition.  For  the  long  term,  it  is 
questionable  whether  the  compressors  would  operate  without 
major  expenditures. 

Roofs  and  F loors 

For  the  most  i:>art,  the  floors  are  in  good  condition. 
However,  the  roofs  are  another  situation.  The  roofs  over 
the  newer  building  (chill  coolers,  etc.)  are  in  good 
condition.  In  other  areas,  there  is  evidence  of 
substantial  water  leaks  in  the  plant.  These  areas  will 
have  to  be  repaired  before  any  start-up  of  the  plant  could 
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take  place.  Some  of  the  other  roof  sections  of  the  old 
building  that  need  to  be  repaired  could  be  deferred  for  a 
short  time,  but  the  question  is  whether  they  would  hold  up 
for  three  to  five  years.  A program  would  have  to  be 
started  so  there  would  be  a section  replaced  each  year, 
starting  with  secl.ions  that  are  in  the  worst  condition. 

T’lere  were  a number  of  planks  on  the  roof,  which  made 
it  appear  as  if  repair  work  had  been  planned.  No  physical 
evidence  was  seen  that  there  was  any  structural 
deterioration  where  these  planks  would  be  needed. 

Tlie  waste  water  drainage  off  the  floors  is  well 
designed.  The  only  place  where  clogged  drains  was  noticed 
was  in  the  condemned  roo>n. 

Variety  Meats  Packing 

This  dex:>artment  had  6 operators.  In  order  to  make 
this  department  efficient,  it  would  have  to  be  rearranged 
and  a mechanical  jaw  puller  installed.  The  work  should  be 

performed  by  4 operators  instead  of  6.  All  variety  meats 
are  packed  hot. 

Freexier 

If  this  freezer  had  pallet  racks,  it  could  hold 
approximately  160,000#  or  almost  4 truckloads  of  product. 
Before  any  storing  or  freezing  can  be  done,  the  ceiling  has 
to  be  repaired.  Approximately  1/4  of  the  room's  ceiling 
insulation  has  been  broken  aind  fallen  to  the  floor.  There 
is  also  some  deterioration  of  paint  and  insulation  in  other 
areas  of  the  freezer. 
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The  rehabilitation  of  the  freezer  will  be  important  so 
that  variety  meats,  gland  and  some  of  the  items  off  the 
boning  room  can  be  placed  in  there  while  shaping  up  a truck 
load  of  meat. 

Chill  Coolers 

The  Capacity  is  648  carcass  in  3 coolers  with  "walking 
beams  . These  coolers  were  built  approximately  10  years 
ago  and  are  in  excellent  condition,  which  includes  the 
walls,  ceiling  and  floors.  They  are  refrigerated  with 
Frich  units. 

Holding  Coolers 

These  are  older  coolers  with  a holding  capacity  of  320 
carcasses.  These  coolers  would  require  some  work  on  the 
walls,  rail  switches,  etc. 

Boning  Room  Area  Holding 

This  room  can  hold  280  carcasses.  The  total  holding 
capacity  for  all  coolers  would  be  approximately  1248 
carcasses . 

Beef  Boning  Room 

There  is  a bandsaw  for  break~up,  with  a conveyorized 
boning  table.  The  set  up  appears  to  be  adequate  to  bone 
out  400  cattle  per  day.  However,  if  only  cows  and  bulls 
are  to  be  slaughtered,  they  could  be  boned-out  "hot". 

If  hot  boning  was  done,  most  of  the  operations  could 
be  performed  while  the  carcass  is  suspended  and  hanging  on 
the  rail.  The  plant  has  more  than  adequate  roo)'i  for 
developing  a good  "hot"  boning  layout.  This  would  preclude 
the  need  for  the  chill  cooler  for  carcasses,  etc.  These 
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rooms  cjiild  be  used  while  shaping  up  a truck  load  of  meat 
to  the  leased  freezer  at  4147  1st  St.  South,  if  this 
freezer  was  necessary. 

A CO^  tank  and  dispensing  unit  would  have  to  be 
installed  to  prepare  the  hot  boneless  beef  for  packing.  it 
is  mandatory  that  meat  be  chilled  promptly  to  prevent 
spoilage  of  the  boxed  product. 

Rendering  - Edible 

There  is  no  edible  rendering.  The  edible  fats  off  the 
kill  and  boning  room  are  rendered  through  the  inedible 
system.  By  down  grading  the  fats,  it  is  a revenue  loss  to 
the  company.  However,  there  would  not  be  justification  for 
expenditures  to  install  an  edible  system.  The  price 
differential  between  edible  and  inedible  tallow  normally  is 
$.02  - $.05  per  lbs.  Edible  tallow  yields  from  cows  can 
vary  from  practically  nothing  from  emaciated  canner  cows  to 
35#  from  better  quality  cows.  This  is  the  combined  fat 
from  K & D and  boning. 

To  install  a continuous  process  edible  rendering 
system  would  cost  approximately  $500,000  if  a room  in  the 
plant  was  available.  A dry  rendering  system  would  cost 
less  for  the  equipment,  but  would  require  a larger  room 
^s^ns  the  total  investment  could  be  almost  equal. 
Rendering  - Inedible 

The  inedible  rendering  system  is  a Phandler  continuous 
process  system.  The  capacity  is  approximately  15,000#  per 
hour  which  would  be  the  raw  material  from  approximately  55 
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cattle  per  hr.  off  the  killing  and  dressing  floor  and 
boning  roo«n.  This  would  be  adequate  capacity  if  the  kill 
was  400  cattle  in  an  8 hr.  day  or  500  in  10  hrs.  However, 
if  the  speed  was  increased,  some  of  the  raw  material  would 
have  to  be  hauled  to  an  outside  renderer.  There  is  very 
little  raw  material  holding  capacity  so  that  rendering  time 
could  be  extended  beyond  the  K & D time. 

The  plant  is  equipped  with  a 20*  raw  material  load-out 
screw  conveyor.  However,  outside  renderers  pay  a very 
minimum  price  for  the  raw  material,  so  any  raw  material 
hauled  off  the  plant  is  a revenue  loss  to  the  company. 

The  inedible  system  consists  of  screw  conveyors,  P.B. 
15  prebreakers,  two  Wieler  grinders,  a slurry  tank  for  acid 
injection,  pumps,  heater,  2 decanters,  5 Titan  separators, 
2 driers,  cray  blowing  system  and  storage  bins  (outside 
tanks ) . 

The  inedible  material  passes  from  the  K & D and  boning 
room  to  screw  conveyors,  prebreaker,  Wieler  grinder,  slurry 
tank,  and  then  pumped  to  the  decanters.  The  decanters 
separate  t)\e  solids  from  the  liquid  phase  (water  & tallow). 
The  solids  go  through  a direct  fired  rotary  dryer,  on  to 
storage  via  a blower  system.  The  liquid  phase  goes  to  the 
separators  where  water,  fines  and  tallow  are  separated. 
The  tallow  is  pumped  to  storage  and  water/ fines  are  pumped 
to  an  evaporation  lagoon  outside  of  the  plant.  The  liquid 
phase  is  extremely  high  in  B.O.D.  so  it  must  be  kept  out  of 
the  waste  water. 
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The  physical  condition  of  the  inedible  rendering 
system  is  not  good.  One  cannot  tell  the  condition  of  the 
inside  of  decanters  and  separators.  They  might  be  in  good 
condition,  but  on  the  other  hand  they  could  be 
deteriorated.  To  repair  one  of  these  machines  would  cost 
$13,000  to  $20,000.  These  are  normal  repair  charges  and 
with  7 machines,  the  repair  cost  could  be  sizable.  The 
P.B.  15  prebreaker  shows  wear  also,  as  well  as  the 
conveyors.  The  pumps  will  need  to  be  repaired  and 
miscellaneous  repair  work  finished.  The  dryers  appear  to 
be  in  fair  condition,  but  these  machines  are  also  high 
maintenance  items,  so  one  can  anticipate  some  expense  in 
getting  these  dryers  started. 

The  condemned"  room  and  the  corresponding  general 
area  is  in  poor  condition.  They  -would  require  a 
substantial  amount  of  time  and  money  to  get  into  acceptable 
cond  i t ioti , 

In  general,  the  inedible  rendering  department  would 
not  be  an  asset  to  the  plant.  T}ie  technology  used  is  not 
widely  used  in  the  packing/rendering  industry.  It  is  labor 
intensive  and  a high  maintenance  system.  Eight  operators 
have  been  used  in  the  past  in  the  rendering  department. 
This  includes  the  treatment  of  waste  water  and  for  saving 
fetal  blood.  With  the  volume  in  question,  and  if  the 
rendering  used  modern  equipment  which  was  properly  laid 
out,  the  work  should  be  handled  by  no  more  than  4 
operators.  This  department  could  also  be  a draw-back 
toward  a possible  speed  up  of  the  dressing  dex^ar tiaent. 


34 


Tlie 


Fetal  blood  saving  should  be  contracted  out 
plant  could  save  the  cost  of  labor  and  still  get  some 
revenue  and  not  be  burdened  with  handling  the  finished 
product.  Contractors  will  come  on-site,  save  the  blood  and 
liandle  all  transportation.  They  pay  on  a basis  of  the 
amount  of  fetal  blood  saved.  When  hilling  cows,  a high 
number  of  slunks  and  therefore  fetal  blood  can  be  expected. 
Blood  Drying 

There  is  no  separate  blood  drying  system.  The  blood 
is  blended  with  the  raw  material  and  processed  through  the 
inedible  rendering  system.  This  practice  could  result  in 
having  the  dry  rendered  tankage  sold  as  digestic  tankage  or 
some  lower  quality  tankage.  Most  states  have  trade  rules 
that  preclude  putting  large  quantities  of  blood  in  the  dry 
rendered  tankage  (D.R.T.)  or  meat  and  bone  meal.  The  only 
dried  blood  which  is  allowed  in  dry  rendered  tankage/meat 
and  bone  meal  is  the  quantity  that  accidentally  gets  in  the 
product  through  good  factory  practices.  This  is  again,  an 
expensive  factor  in  lost  revenue.  Dried  blood  normally 
sells  for  approximately  $50.00  per  ton  more  than  D.R.T. 
Further,  if  the  D.R.T.  is  mixed  with  blood,  it  also  could 
be  downgraded  another  $10.00  per  ton.  If  there  is  no 
conflict  with  the  law  in  Montana,  the  added  value  of  the 
blood  would  be  approximately  $23, 000/year  in  revenue. 
However,  the  changes  could  not  be  justifie.l  from  the  dollar 
cost  investment. 
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To  solve  the  problem  of  mixing  the  blood  with  D.R.T., 
a coagulating  system  would  have  to  be  installed,  and  then  a 
process  of  the  blood  moving  separately  through  the 
decanters/dryers  after  the  ineili'ole  rendering  was  finished. 
This  would  still  be  rather  costly  because  it  would  require 
a coagulating  system,  raw  blood  holding  tank  and  a dried 
blood  holding  bin.  The  equipment  mentioned  would  cost 
approximately  $80,000. 

Waste  Water 

Waste  water  is  pretreated  in  the  plant  before 
discharging  it  to  the  city  sewage  system. 

The  waste  water  gravitates  to  a wet  pit  in  a room 
adjacent  to  the  Ir^edible  rendering  department.  A lift  pump 
pumps  the  water  to  a floatation  cell  (without  skimmers) 
where  alumirmm  sulpliate  and  polymers  are  injected  into  the 
cell  with  water  for  good  mixing.  From  the  cell,  the 
overflowing  water  gravitates  to  a catch  basin  with  an 
automatic  skimmer  where  grease  and  floatable  material  is 
removed.  The  water  goes  to  the  city  sewer  system  and 
skimmings  to  the  inedible  rendering. 

The  waste  water  system  is  in  fair  condition  and  is 
minimal  in  size.  It  was  stated  that  the  effluent  from  the 
plant  met  domestic  sewage  strength  parameters.  These  are 
normally  300  Mg/L  for  B.O.D.  (Biochemical  Oxygen  Demand) 
S.S.  (Suspended  Solids)  and  F.O.G.  (Fat,  Oil  and  Grease). 
For  a slaughter  operation  to  meet  those  parameters  is  very 
difficult.  Normally,  beef  slaughter  operations  discharged 
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Walter  has  approximately  1000/1500  Mg./L  B.O.D.,  750/1000 
Mg/L  S.S.  and  150/300  Mg/L  F.O.G.. 

Sanitary  sewers  (toilets)  are  connected  directly  to 
the  city  sewer  system.  This  sewage  does  not  mix  with  the 
plant  waste  water  in  the  pretreatment  system. 

One  factor  that  contributes  to  the  lower  B.O.D.  is  the 
liquid  phase  from  the  inedible  systems  is  directed  to  the 
lagoon  on  the  plant  property.  The  lagoon  used  for  this 
i^urpose  is  getting  loaded  to  capacity  and  should  be 
dredged.  It  is  possible  that  the  plant  could  be  started 
without  dredging,  but  it  would  have  to  be  done  within  a 1-2 
year  timeframe.  Dredging  the  lagoon  will  be  costly.  The 
lagoon  has  dried  out  so  it  is  not  possible  to  observe  the 
sludge  for  capacity.  It  would  cost  in  the  area  of  $75,000 
- $100,000  to  dredge  and  haul  the  sludge  away. 

Paunch  Manure 

Paunch  manure  is  mixed  with  water  off  the  killfloor 
and  pumped  over  a hydrasieve  where  the  water  is  separated 
from  tlie  paunch  content.  The  water  phase  is  pretreated  and 
the  paunch  content  is  hauled  to  the  field  next  to  the 
lagoon.  The  dumping  of  paunch  on  a field  is  closely 
regulated  in  most  areas.  A question  can  be  made  as  to 
the  E.P.A.  or  state  regulatory  bodies  would  permit 
this  practice  very  long.  It  is  the  opinion  of  the 
engine*^rs  that  some  other  arrangement  would  have  to  be  made 
f(Tr  hh*^  disposition  of  the  paunch  manure,  which  would  add 
to  the  operating  cost  of  the  facility. 
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Welfare  Facilities 


The  locker  rooms  have  lockers,  showers,  toilets,  etc. 
to  accommodate  approximately  130  employers. 

Laundry 

There  is  a laundry  room  with  two  washers  and  two 
dryers.  These  would  be  adequate  to  wash  and  dry  the 
clothes  of  the  employees  and  F.S.I.S.  inspectors. 

Hide  Curing 

Hides  are  not  cured  on  the  plant.  This  is  an 
important  by-product  which  can  contribute  substantially  to 
revenue.  There  is  no  hide  cellar,  therefore  this  work  must 
be  done  by  someone  with  curing  facilities  on  a custom  cure 
basis.  Midland  would  own  the  hides,  but  a contractor  would 

cure  them  and  then  Midland  would  sell  cured  hides  to 
tanners . 

General  Comments 

With  the  exception  of  the  chill  coolers,  the  plant  is 
fairly  old.  Because  of  this,  a substantial  amount  of  work 
and  money  would  have  to  be  spent  to  bring  it  up  to  a level 
to  b^  acceptable  by  the  F.S.I.S.  inspectors.  The  dressing 
floor  could  be  improved  with  some  expenditures  so  that  the 
speed  efficiency  of  slaughter  could  be  increased 
substa-iLlally.  The  boning  room  could  also  be  made 
efficient  if  hot  boning  was  introduced.  Even  with  the 
existing  boning  layout,  it  could  be  improved  if  some  of  the 
work  was  done  preceding  the  table  (i.e.  remove  clods,  shank 
meat,  etc.)  Also,  the  carcass  forequarters  could  be 
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separated,  and  the  hindquarters  should  be  boned  while 
suspended . 

The  inedible  rendering,  refrigeration  compressors  and 
roofs  on  the  old  sections  of  the  plant  would  require  a 
substantial  amount  of  work  and  money,  especially  for  the 
longer  term.  Employee  welfare  facilities,  the  freezer,  and 
the  waste  water  treatment  will  also  be  in  need  of  repair 
and/or  expense  to  bring  up  to  an  acceptable  level. 

The  active  file  in  Billings  lists  a number  of 
safety  violations  with  fines  assessed  approximating  $3,000. 
These  fines  were  assessed  following  an  inspection  in  early 
1985.  Some  of  the  violations  noted  were  repeats  from  an 
earlier  inspection  done  in  1983.  It  would  be  necessary  to 
correct  these  problems  in  the  plant  for  a minimal  expense 
prior  to  an  attempted  reopening. 

In  order  for  the  plant  to  function  efficiently  and 
contribute  to  the  total  profit  picture  of  the  plant,  a top 
notch  otierating  team  would  have  to  be  assembled.  These 
would  include  starting  with  a top-line  manager, 
superintendent,  chief  engineer,  and  dressing  floor,  boning 
and  rendering  supervisors.  The  age  of  the  plant  and 
equipment  would  absolutely  require  these  people  to  improve 
the  slaughter  efficiency. 
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MIDLAND  PACKING  CO. 


Below  is  an  estimate  of  what  it  would  cost  to  improve 
and/or  correct  deficiencies  in  the  plant.  This  list  might 
not  include  all  factors  needing  correction  and  in  some 
instances  overstate  or  understate  costs.  There  are  too 
many  variable  factors  involved  in  making  estimates.  These 
will  be  stated  as  "Ball  Park"  figures; 


Clean  up  and  repair  offices,  welfare  room  and 
lockers 

Repair  saws,  dehiders,  hockcutters,  conveyors, 
6^0  ■ 

Install  side  puller 

Install  tripe  washing  conveyor  & chad  washer 

Rearrange  Tiead  conveyor 

Rearrange  variety  meats  packing  cooler  & 
install  jaw  puller 

Install  stunning  tools  (Knocker) 

Replace  splitters  platform 

Repair  ammonia  compressor 

Misc.  Repairs  to  engine  room  equipment  - 
pumps,  compressors,  etc. 

Repair  roof  to  correct  leaks  - Min.  to  get  by 
(Long  term  an  additional  $90,000.00) 

Freezer  repairs 

Hold  coolers  - rails,  walls,  etc. 

Boning  Room  - Convert  to  hot  boning  or  improve 
existing  layout 

Inedible  Rendering  (repair  centrifuges, 

dryers,  conveyors,  pumps,  prebreaker,  etc. 

Waste  Water  - Repair  pumps,  etc. 

Material  handling  equipment,  fork  lifts,  walk 
along  tractors 

Make  corrections  on  F.S.I.S.  inspection  list 
(other  than  what  is  listed  here). 

Contingencies-  Unforeseen 


$ 10,000.00 

10, 000.00 
60, 000.00 

50. 000. 00 

5. 000. 00 

9. 000. 00 

2. 000.  00 

4. 000. 00 

10. 000. 00 

20, 000.00 

10, 000.00 

5. 000. 00 

2.000. 00 

100, 000,00 

50.000. 00 
1, 000.00 

25. 000. 00 

5, 000.00 

40.000. 00 


TOT.AL 


$418, 000.00 


Future  Work  Required 


Dredging  sludge  from  waste  water  evanoration 
Repair  all  roofs 


$100, 000.00 
90,000.00 


TOTAL 


$190,000.00 
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HISTORICAL  FINANCIALS  AND  ANALYSIS 


As  has  been  mentioned  previously  in  this  study,  the 
Midland  packing  facility  has  experienced  numerous  closing 
and  reopening  moves  over  at  least  the  last  5 years.  A 

summary  of  the  operating  periods  for  the  1981-1985  period 
is  listed  below; 


Midland  ran  on  a 
31. 


fiscal  year  from  June  1 to  May 


In  April,  1982  Midland  suspended  operations. 

It  was  closed  from  April,  1982  to  August  1982 

-her,  Midland  entered  into  a lease  agrelmen't  tith 
a separate  company. 

This  company  discontinued  operations  in  February, 

lease^'  company  entered  into  a new 

This  lease  was  terminated  in  March  1984. 

In  April,  1984  until  February,  1985  the  facility 
operated  as  Midland  again.  -Li-n^y 

1985^^^^"  discontinued  operations  in  February, 


If  we  related  these  events 
following  will  summariz 
operations ; 


to  the  fiscal  year  the 
e the  transition  of 


The  financial  statements  for 
1982  only  contain  11  months. 


the  year  ended  May, 


The  statements  for  the  year  ended  May, 
contain  the  interim  period  of  the  leases 
the  one  ended  February,  1983  and  the 
started  May,  1983. 


1983  only 
which  is 
one  that 


me  statements  for  the  year  ended  May, 
contain  less  than  two  months  operations 
time  the  lease  was  terminated  in  April 
May  31,  1984.  ^ 


1984  only 
, from  the 
1984  until 
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The  statements  for  the  year  ended  May  1985  are 
only  a compilation,  the  lowest  form  of  s^rvir^ 
provided  by  a CPA  firm,  and  are  for  the  oeriod 

June  1,  1984  t’nrouyh  February  1985,  a ner^od  of 
nine  months . > . l j x j l 


Because  of  the  intermittent  facility  operations  over 
the  above  time  period,  the  historical  financials  of  Midland 
do  not  provide  any  conclusive  evidence  of  past  or  future 
consistent  profitability.  An  examination  of  the  1980 

through  1985  fiscal  years  show  the  following  operating 
results : 


STATEMEOT  OF  OPERATIONS  OF  THE  YEAR  ENDED  MAY  31 


Year 

Sales 

Prof it/ (Loss ) Before  Tevoe 

1980 

1981 
1932 

1983 

1984 

1985 

$76, 030, 457 
$77, 554, 164 
$54, 578, 385 
$ 366,122 

$ 940,291 

$28,977,  143 

$ 

$ 

? 

$ 

$ 

$ (2 

274, 594 
145, 513 
(580, 255) 

(809, 601 ) 

100, 937 

,219,084)  unaudited 

Profit  after 

taxes  was  recorded  as: 

1980 

1981 
1984 

$162, 994 
$116, 313 
?101, 555 

MminT'^dTfferenJfs  ""b^t^we^n  resulting  from 

reporting.  The  1984  period  income  tax 

income  taxes  refundable  of  $618  Provision  for 

taxes).  ^ '^ededtoprofitbefore 
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Sal  es 

Cost  of  Goods  Sold 
Gross  Prof i t 
Other  Revenue 
Operating  Expenses 

Operating  Income  (loss) 


MIDLAND  FOODS,  INC. 
Statement  of  Income  (loss) 
For  the  years  ending  Nhy  31, 


1980 

$76,030,/;57 

(69,554,300) 

1981 

$77,554,164 

(70,435,826) 

1982 

$54,578,385 

(48,870,262) 

1983 
$ 366,122 
(432,144) 

1984 
$ 940,291 
(621.674) 

1985* 

$28,977,143 

(26.834.960) 

6,476,157 

7,118,338 

5,708,123 

(66,022) 

318.617 

2,142,183 

-0- 

-0- 

-0- 

439.594 

485,607 

235.247 

(5,829,750) 

(6,626,072) 

(5,942,802) 

(776,828) 

(856,192) 

(4,280,085) 

646,407 

492,266 

(234,679) 

(403.256) 

( 51.968) 

(1.904,655) 

Non  operating  Income  (Expense) 


Interest  Expense 

(394.079) 

(368,246) 

(411,293) 

(53,171) 

( 39.691) 

(312,233) 

Other 

22,266 

21.493 

65.717 

(353.174) 

192,596 

(2. 196) 

Income  (loss)  Before  Income  Taxes 

274.594 

145.513 

(580,255) 

(809.601) 

100.937 

2,219.084 

Federal  and  State  Income  Taxes  (Credits) 

(111,600) 

(29.200) 

308,600 

166,880 

618 

— 

Net  Income  (Loss) 

$ 162.994 

$ 116,313 

$ (271.655) 

$(642,721 ) 

$101,555 

$(2,219,084) 

CO 

-vT 


* Unaudited 


The  1980  and  1981  fiscal  periods  provided  the  most 
profitable  periods  in  the  last  6 fiscal  years.  However, 
even  those  periods  showed  a low  net  income  as  a percentage 
of  total  sales.  In  1980  that  percentage  return  was  .21% 
and  in  1981  that  percentage  return  was  .15%.  Contrast 
these  returns  with  the  average  return  of  net  income  as  a 
percentage  of  sales  for  the  regional  meat  packers  as  listed 
by  the  AMI  which  was  5 to  6 times  higher  for  37  regional 
packers  participating  in  the  AMI's  1984  Financial  Review  of 
the  Meatpacking  Industry.  For  1983  and  1984,  the  average 

net  income  as  a percentage  of  sales  for  regional  packers 
was  1.17%. 

It  appears  that  for  the  fiscal  periods  of  1982  through 
1985,  the  losses  from  operations  got  exceedingly  worse. 
The  one  exception  in  1984  is  not  valid  because  of  the 
limited  operations  in  that  period.  The  Notes  to  Financial 

Statements  for  fiscal  year  1984  carried  the  following 
comment : 


Because  the  company  only  operated  its 
packing  and  processing  plant  a short 
^ than  2 months  for  FYE 

3/JI/84,  and  because  a majority  of  its 
inventory  is  valued  at  net  realizable 
value,  the  gross  profit  percentage 
reflected  on  the  statements  of  income 
was  not  expected  to  be  realized 
future  periods. 


in 


As  noted  earlier,  the  packing  facility  was  operate, 
only  8 1/2  months  of  fiscal  year  1985.  However,  the  las. 
period  of  operations  produced  what  appears  to  be  the  mos, 
severe  losses  of  the  last  4 years.  It  is  difficult  tc 
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(latermine  the  accuracy  of  this  loss  because  the  1985  fiscal 
period  financial  statements  were  not  audited,  but  rather 
compiled.  A compilation  by  accountants  is  made  mostly  from 
management's  representations  and  not  from  an  intensive 
examination  by  the  independent  accountant  of  the  company's 
accounting  principles.  Also,  there  appear  to  be 
substantial  inter-company  transactions  which  may  or  may  not 
reflect  in  the  large  loss  for  fiscal  1985. 

To  further  illustrate  the  declining  financial  position 
of  Midland  over  the  past  5 years,  a summary  of  the 
Statements  of  Changes  in  Financial  Position  for  fiscal 
years  1980-1985  is  listed  below. 


Again,  1984  is  not  a representative  year  for  financial 
performance  per  the  Note  to  Financial  Statements  on 
the  preceding  page. 

Working  capital  is  defined  as  current  assets  less 
current  liabilities  or  net  current  assets.  In  an  industry 
such  as  meatpacking  which  is  highly  cash  intensive,  the 
need  to  conserve  and  expand  working  capital,  if  possible. 


CHANGES  IN  FINANCIAL  POSITION 


Year 


Increase  (Decrease ) in  Working  Capital 


1980 

1981 

1982 

1983 

1984 

1985 


? 185,000 

$ (176,000  ) 

$ (585,000) 

$ (847,000) 

$ 522,000 

$(2, 220, 000 ) 
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is  of  paramount  importance.  Once  again,  excluding  1984  for 
the  reason  of  short  operating  time  that  year,  the  decline 
in  working  capital  over  this  listed  period  of  1900-1985 
clearly  shows  the  declining  financial  position  of  Midland. 
It  was  during  this  6 year  period  that  Midland  lost  a 
substantial  account  which  was  the  Buttrey  Food  Store  meat 
sales  to  Iowa  Beef  Processors. 

To  fully  understand  the  current  financial  position  of 
Midland  Foods  Inc.,  a balance  sheet  showing  the  current 
capitalization  of  the  company  is  listed  on  the  next  page. 
This  information  has  been  created  from  examination  of  the 
historical  financial  position  statements  of  Midland,  from 
conversations  with  current  lienholders  against  the  company, 
and  conversations  with  personnel  of  Midland.  The  Project 
Manager  does  not  attest  to  the  accuracy  of  this  statement 
and  no  audit  has  been  performed.  Rather,  given  the 
unknowns  as  listed  in  the  past  several  pages  of  the  study, 
this  balance  sheet  is  really  a "best  guess"  as  to  the 
input . 

This  balance  sheet  probably  represents  the  "worst 
case"  scenario  for  Midland.  To  reiterate,  many  of  the 
entries  are  subjective.  The  two  items  for  First  Interstate 
Bank  are  included  solely  to  illustrate  a potential 
1 iabi 1 i ty . 

The  $300,000  short  term  debt  and  the  $750,000  long 
term  debt  due  to  First  Interstate  Bank  of  Denver  was 
arrived  at  from  conversations  with  bank  officials.  First 
Interstate  had  provided  the  working  capitalization  for 
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MIDUND  POODS,  INC. 


Balance  Sheet  Kferch  31,  1986 
(Unaudited) 


Asset  s 


Land 

Buildings  & Inprovement s 
N^chinery  & Equipment 
Transportation  Equipment 

Total  Property  & Equipment 
Less;  Accurmlated  Depreciation 

5,310 

1.145,944 

1.821,350 

87,440 

77060,044 

2.273,873 

NET  PROPERTY  & EQUIPNCNT 

$ 786,171 

Liabilities  & Stockholders  Equity 

Current  Liabilities 

Trade  Accounts  Payable 
Judgement  Payable 
Accrued  Expenses 
Utilities  Payabl e 
Property  Taxes  Payable 
Due  to  Related  Parties 

$ 340,000 
10,000 

194.000 

15.000 

25.000 

305.000 

IDR  Bend  Payable  (Short-term) 

Accrued  IDR  Bond  Interest  Due 
Notes  Payable  to  Stockholders  (S-T)  • 
Accrued  Note  Payable  Interest  Due 
Due  to  First  Interstate  (S-T) 

Leases  Payable  (Non  Cancelable) 
Consulting  Agreement  Payable  (S-T) 

$ 185.000 

30.000 

61.000 
10,000 

300.000 

130.000 
70,000 

Total  Current  Liabilities 

$1,675,000 

Long  Term  Liabil Itles 

IDR  Bond  Payable  (Long-term) 

Accrued  IDR  Bond  Interest  Due 
Notes  Payable  to  Stockholders  (L-T) 
Due  To  First  Interstate  (L-T) 

$ 65.000 

20,000 
64,000 
750.000 

Total  Long-Term  Llabi  1 i t ies 

$ 881.000 

TOTAL  LIABILITIES 

$2,556,000 

Stockholders  Equity 

Convertible  Class  A Cormxn  Stock 
Cornnon  Stock 

$ 250,000 

314,882 

Retained  Earnings  (Deficit) 

($2,334,711) 

Total  Stockholders  Equity 

(1,769,829) 

TOTAL  LIABILITIES  & STOCKIOLDERS  EQUITY 

786,171 
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Midland  for  cattle  purchases  in  the  1984-1985  fiscal 
periods.  At  the  time  of  the  study,  First  Interstate 
represented  that  there  was  an  approximate  short-fall  in 
that  loan  of  $1,300,000.  Per  the  loan  agreement,  the 
collateral  for  the  loan  was  tlie  cattle  and  red  meat 
inventories  and  tlie  accounts  receivable  due  to  Midland. 
Obviously,  there  is  no  inventory  or  receivables.  However, 
First  Interstate  feels  that  a personal  guarantee  from  Ron 
nund  on  the  loan  may  be  transferable  to  the  assets  of 
Midland  Foods,  Inc.  A settlement  has  been  proposed  by  the 
bank  which  is  essentially  a $300,000  payment  due 
immediately  and  a $750,000  note  due  in  5 years.  This  is 
shown  on  the  balance  sheet.  Midland  has  countered  the 
bank’s  proposal.  However,  the  details  of  this  counter 
proposal  is  not  known  and  this  study  will  not  speculate  on 

the  outcome  of  the  negotiations  between  Midland  and  First 
Interstate. 

At  the  time  that  Midland  was  last  operating,  a 
collateral  control  agent  was  responsible  for  monitoring  the 
loan  balance  and  obtaining  the  account  receivable  payments 
for  Midland.  The  use  of  this  agent  is  common  wliereby  an 
independent  entity  will  provide  a list  of  collateral 
securing  an  operating  loan  such  as  the  one  from  First 
Interstate,  and  make  certain  that  payments  received  are 
used  to  retire  outstanding  loan  balance.  Because  of  the 
substantial  operat-.Lng  loss  incurred  by  Midland  in  fiscal 
year  1985  of  approximately  $2,200,000,  and  of  the 
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corresponding  loan  shortfall  of  approximately  ?1, 300,000 
due  to  First  Interstate,  an  inquiry  was  made  as  to  the 
apparent  non-effectiveness  of  the  collateral  control  agent 
to  provide  security  to  either  Midland  or  First  Interstate. 
It  was  represented  by  First  Interstate  that  subsequent  to 
Midland  ceasing  operations,  a claim  was  filed  against  the 
collateral  control  agent  by  First  Interstate.  However,  the 
agent  has  apparently  filed  for  reorganization  under  the 
Federal  bankruptcy  laws.  Therefore,  any  potential  recovery 
from  the  agent  by  First  Interstate  or  Midland  is  unknown. 

In  summary,  the  declining  financial  condition  of 
Midland  as  represented  by  the  Statements  of  Income  (loss) 
and  the  Statements  of  Changes  in  Financial  Position  for  the 
fiscal  years  1980-1935,  represent  an  example  of  the 
restructuring  in  the  meatpacking  industry  as  noted  in 
Chapter  4.  Unfortunately,  the  past  operating  results  can 
have  a negative  effect  on  an  attempt  to  reopen  the  Midland 
packing  facility  under  current  ownership  structure. 
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PROJKCTED  OPERATIONS 


■['his  chapter  deals  with  a hypothetical  operation  of 
the  Midland  packing  facility.  An  integral  part  of  this 
chapter  is  the  Projected  Financial  Statements  found  in 
Appendix  A1-A2.  The  observations  in  this  chapter  and  the 
projections  in  the  appendixes  are  generated  from  all 
aspects  of  this  study  including  the  engineering  report, 
historical  operating  results,  limiting  operating  factors 
such  as  live  animal  availability,  personal  interviews  with 
owners/managers  of  the  Midland  facility,  etc. 

As  is  commonly  pointed  out...  "computers  can  be  made 
to  say  anything".  The  key  to  making  an  "educated  guess"  in 
a proforma  or  projected  financial  statement  is  determining 
the  variables  that  provide  the  input  for  that  statement. 
In  every  model  and  projected  financial  statement  in  the 
Appendix,  the  variables  are  only  assumptions  that  may 
reflect  the  real  world.  The  variables  are  not  guarantees 
of  financial  performance. 

The  models  that  were  developed  use  the  following 
variables : 


VARIABLE 

"BASE  CASE 

Cow/Bull  cost  per  100  lb. 

$33.00 

Fed  Cattle  cost  per  100  lb. 

$55.00 

Cow/Bu11  Sales  per  lb. 

$ 1.05 

Fed  Cattle  Sales  per  lb. 

$ 1.40 

Price  for  Hides  (Green) 

$20.00 
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Percentage  Good  Hides  B5% 

Offal  Sales  per  Head  $12.00 

Cow/Bull  Carcass  Yield  48.5% 

led  Cattle  Carcass  Yield  60% 

Cow/Bull  Boning  Yield  72% 

Fed  Cow  Boning  Yield  75% 

Cov;/Bu11  Kill/Month  7,600 

Fed  Cattle  Kill/Month  400 

Cow/Bull  Live  Weight  1,000  lb. 

Fed  Cattle  Live  Weight  1,200  lb. 

Brand  Inspection  per  Head  $ ,50 

Box/Container/Supplies  per  Head  $ 4.25 

Lnding  Month  Inventory  per  Head  800 

Freight  Out  per  lb.  ■ $ .015 

Hours  \;orked/Month  174 

Payroll  Tax  Benefit  25% 

Flourly  F.'age  $ 6.75 

Freight  In  per  Head  $ 5.00 

% Bad  Debts  / Gross  Sales  1% 

People  on  Kill  Floor  38 

People  Boning/Box/Shipping  40 

Management  5 

Number  of  Clerks  4 

People  - Miscellaneous  5 


These  variables  create  a "base  case"  incoine  statement 
for  Midland  which  is  Appendix  Al.  In  this  particular 
iKv.iel,  for  an  operating  year  of  7^ugust,  1986  through  July 
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31,  1987,  the  Midland  facility  incurs  approximately 

$ 100,000  loss  for  the  period.  Under  the  current 

conditions,  this  would  present  almost  a "best  case" 

scenario.  It  is  the  Project  Manager's  opinion  that  the 

following  conditions  would  make  it  difficult  for  Midland  to 

operate  in  a profitable  mode; 

1.  The  "base  case"  model  shows 
approximately  360  head  of  cows/bulls 
and  20  head  of  fed  cattle  being 
slaughtered  daily.  Obtaining  the  fed 
cattle  would  be  no  problem.  However, 
as  the  comments  on  live  animal  supply 
in  Chapter  7 demonstrate,  it  would  be 
difficult  to  obtain  the  90,000 
cows/bulls  needed  annually  for 
slaughter  on  a consistent  basis.  These 
cows/bulls  would  have  to  be  of  a 
sufficient  quality  for  the  live  weight 
price  paid.  As  Chapter  7 points  out, 
exceeding  a certain  percentage  of 
obtainable  culled  cows  and  bulls  would 
require  either  declining  carcass  and 
boning  yields  for  lesser  quality 
animals  and/or  higher  live  weight 
prices  than  under  normal  auction  market 
conditions . 

2.  Other  than  the  labor  cost,  the 
highest  expense  in  the  operating 
statement  is  the  interest  cost  expense 
of  approximately  ?700,000  on  an  annual 
basis.  Under  the  model  assumptions,  a 
total  capital  need  to  begin  operations 
at  Midland  is  in  excess  of  $4,750,000. 

Assuming  that  the  company  will  pay  12% 
on  the  loans  for  renovation  and  the 
loans  for  repayment  of  current  assets 
and  11%  for  the  working  capital  loans 
to  purchase  livestock  and  cover  one 
month  s overhead,  the  interest  cost  on 
an  annual  basis  is  prohibitive. 

Obviously,  a capital  need  of  $4,750,000 
under  the  current,  conditions  is 
unfeasible.  This  information  is  found 
in  the  Cash  Flow  Statement  for  Midland 
in  appendix  A-2 . 
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3.  The  engineers  have  determined  that 
total  staffing  for  a 400  head  per  day 
kill  should  be  approximately  89  people. 

This  is  compared  to  the  staffing  that 
Operated  under  in  the  past  of 
So'^ds’^'^’fl  ^ people.  in"^  other 

increa.,^^^'  ""  has  been 

The^J?J  our  model  by  almost  20%. 

therefore,  this  model  assumes  that  a 

af  management  team  exists 

& ^ manager,  K 

supervisors. 

cattle  buyers,  chief  financial  officer 
and  etc.  Under  current  conditions,  th^ 

llToV’"Tf%  i"— se  'thU 

labor  efficiency  has  not  been 
Identified  for  the  Project  MarTager  or 
subcontractors  or,  by  current 
ownership/management  of  Midland. 

The  Midland  facility  probably  represents  the  last 

cpportanity  for  Montana  to  have  a large  beef  packing  plant 

(up  to  lee.oeg  head  of  annual  hill,.  .3  has  been  noted 

throughout  the  study,  the  current  s,arket  conditions  for  the 

red  meat  packing  industry  have  made  the  closing  of  plants, 

such  as  Midland  commonplace  throughout  the  United  states. 

Based  upon  these  conditions,  and  coupled  with  the  financial 

and  physical  condition  of  the  meat  packing  facility,  it  is 

the  Project  Manager's  belief  that  it  is  not  financially 

feasible  to  reopen  the  Midland  Foods,  Inc.  meatpacking 
facility. 
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SUMMARY 


For  the  reesons  listed  below  it  is  not  financisUy 
feasible  to  reopen  the  Midland  facility: 

1-  The  financial  condition  of  Midland 
IS  extremely  poor.  From  the  balance 
Sheet,  the  negative  net  worth  of  th« 
company  is  approximately  $1,800, 000~ 

Current  assets  are  zero  with  current 
?1?700,V00:^^  approximately 

Mi'ai  legal  clouds  hang  over 

Midland  at  present  including  the  status 
the  IDR  band  which  is  in  default. 

The  potential  claim  by  First  Interstate 
Bank  of  Denver,  the  accrued  expenses 
currently  due  including  taxes 
utilities,  and  labor  expenses. 

3.  It  is  assuTned  currently  that  the 
fed  cattle  market  beyond  an  immediate 
hotel,  restaurant,  institution  (HRI) 
trade  or  immediate  retail  consumer 
trade  is  nonexistent.  The  fluctuating 
cow/bull  supply  of  slaughter  animals 
makes  It  not  possible  to  operate  the 
facility  at  or  near  capacity  on  a 
consistent  basis. 

tl  physical  condition  of 

the  facility  make  it  unlikely  that  the 
kill  efficiency  levels  of  newer 
slaughter  facilities  in  regards  to 
Nabor  and  overhead  will  allow  Midland 
to  be  cost  effective  in  the  competitive 
red  meat  commodity  industry. 

5.  Under  current  ownership,  the  need 
or  capital  to  reopen  the  plant 
. approaches  $2,100,000  in  term  loans 

retirement 

$2,650,000  in  operating  loans  for 
working  capital.  it 
to  obtain  such  financing. 


for 

and 


would  be  difficult 


B.  There  is  an  absolute  need  for  a 
fullmanagement  team  of  excellent 
capabilities  in  the  meat  packing 
business.  This  potential  management 
team  has  not  been  identified 
"lid land . 


a t 
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CHAPTER  6 


G 


YELLOWSTONE  BEEF  PROCESSORS 

Background 

The  Yellowstone  Beef  Processors  is  a beef  slaughtering 
facility  located  on  the  Frontage  Road  between  Billings  and 
Laurel,  Montana.  The  owner  of  the  facility  has  been 
represented  as  Henry  Weschenfelder . 

The  maximum  annual  slaughter  capacity  assuming  the 
kill  and  dress  floor  layout  only  is  approximately  40,000 
head  per  year.  This  places  YBP  in  the  "local" 
classification  of  slaughter  facilities  per  the  American 
Meat  Institute. 

At  the  time  of  this  study,  the  YBP  facility  had  ceased 
operations  it  is  believed  since  late  1984.  The  chapter  on 
YBP  is  separated  into  an  engineering  report,  historical 

financial  analysis,  projected  operations,  limiting  factors, 
and  a summary. 
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ENGIiNEERItIG  REPORT 


The  plant  is  on  12  acres  of  land  and  presents  a neat 
appearance.  Tlie  cinder  block  building  was  built  in  1978. 
With  the  exception  of  tall  weeds  around  the  plant,  it 
appears  to  have  been  well  naintained  on  the  outside.  The 
plant  is  not  fenced  in. 

Main  Office 

The  main  office  is  more  than  adequate  in  regards  to 
space  and  office  furniture.  There  is  a reception  area, 
controller's  office  and  manager's  office.  Additionally,  in 
the  same  area  on  the  2nd  floor,  there  is  an  F.SiI.S. 
office,  women's  locker  room,  men's  locker  room  with  2U 
lockers  and  an  employees'  lunch  room.  Access  from  the 
office  to  the  plant  is  gained  through  access  to  stairs  that 
lead  to  the  kill  and  dress  department.  The  manager's 
office  has  a window  with  a view  of  the  K & D operation. 

Kill  & Dress  Dept . 

This  evaluation  starts  at  the  front  and  goes  through 
the  K Sc  D process.  Cattle  are  driven  into  a one  anim.al 
stall.  This  stall  has  a revolving  door  so  that  the  animal 
rolls  onto  the  shackle  landing  after  being  dispatched.  The 
operator  uses  a Scliumer  stunning  tool  pov/ered  with  a 
cartridge  power  load  (the  stunning  tool  was  not  seen). 

From  the  shackle  landing,  the  stunned  animal  is  raised 
to  the  bleeding  rail  with  a conventional  shackle  hoist 
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which  is  not  a heavy  duty  hoist. 

The  shackle  landing  also  is  not  "beefed-up"  to  handle 
heavy  animals.  If  heavy  bulls  were  to  be  dressed,  the 
hoist  and  landing  bleeding  rails  are  too  light.  These 
would  have  to  be  reinforced. 

The  hide  is  removed  with  Jarvis  dehiders  and  a "home- 
made down  puller.  Hide  is  pulled  down  and  under  two 
rollers.  The  hide  is  stuffed  off  the  heads  on  smaller 
animals.  The  animal  would  have  to  be  skinned  manually  due 
to  lack  of  rail  lieight  on  longer  animals  such  as  bulls. 
The  rail  is  12  feet  above  the  floor  at  the  stripper.  Here 
also,  the  rail  would  have  to  be  reinforced  if  larger 
animals  were  dressed. 

Eviscirating  is  done  with  viscera  being  put  into  a 
viscera  truck  vhen  presented  for  inspection.  After 
F.S.I.S.  inspection,  viscera  is  dropped  into  a dumpster, 
through  an  outlet  on  the  floor.  The  dumpster  is  in  the 
basement  where  it  is  hauled  away  by  an  outside  renderer. 

Raw  blood  gravitates  from  the  bleeding  pit  to  a tank 
in  the  basement  where  it  is  also  hauled  away.  It  was 
stated  by  YBP  management  that  at  times  the  raw  blood  was 
spread  on  the  field  behind  the  plant  which  is  a highly 
suspect  process. 

The  carcass  is  split  with  a Jarvis  bandsaw,  which  is 
an  older  model.  The  bandsaws  have  been  improved  since  this 
model  was  introduced.  The  washing  of  carcass  is  done 
manually  with  hand  sprays.  This  method  requires  more 
labor,  but  for  a slow  operation  such  as  YBP's,  the  carcass 
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can  be  washed  with  approximately  10%  of  the  water  that  a 
mechanical  washer  would  require.  The  heads  also  are  washed 
manually.  The  hind  legs  are  removed  with  a Jarvis  hoch 
cutter  and  front  feet  are  cut  off  manually  with  a knife. 

The  walls,  ceiling,  floors  and  equipment  in  the 
department  are  in  good  condition.  If  cattle  were  dressed 
within  the  weight/ leng th  limits  of  the  various  stress 
areas,  there  should  be  no  problem  dressing  200  cattle  per 
day  without  any  major  changes  other  than  adding  additional 
operators.  However,  the  capacity  for  waste  water  would  be 
a problem.  That  will  be  addressed  as  well  as  refrigeration 
capacity  further  in  the  chapter. 

Paunch  content  is  left  in  the  paunches  when  shipped  to 
an  outside  renderer  which  is  costly  for  a renderer.  For 
this  reason,  very  few  renderers  would  accept  unemptied 
paunches.  The  renderer  would  not  pay  much  for  the  raw 
material,  resulting  in  a loss  of  revenue  to  the  plant. 

The  industry  has  discontinued  clothing  carcasses,  so 
the  area  which  had  been  devoted  for  this  operation  could  be 
used  for  other  purposes. 

Pneumatic  dehiders  are  old  Jarvis  tools  which  are  out- 
dated. They  still  can  do  the  job,  but  at  a much  slower 

speed.  Also,  maintenance  is  more  costly  on  this  dehider 
than  on  the  newer  models. 

The  layout  of  the  equipment  in  the  department  would 
enable  the  operators  to  keep  the  floors  clean  during 
operations  with  a squeegee  and  shovel  and  water  hose  to 
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keep  contaminants  out  of  the  waste  water  stream.  This  is 
to  reduce  the  blood,  meat  scraps,  etc.,  in  the  waste  water 
which  are  extremely  high  in  B.O.D. 

To  improve  the  operation,  the  facility  could  install  a 
"home-made"  "banana  bar"  to  assist  in  hide  removing, 
similar  to  what  is  installed  at  Midland  Packing.  This 
could  be  installed  at  the  same  locations  as  the  down 
puller.  This  would  eliminate  the  knife  work  on  back,  rump 
and  tail.  Also  the  head  wash  cabinet  could  be  relocated 
^or  better  work  combinations  to  improve  efficiency. 

Chill  Coolers 

The  coolers  are  refrigerated  with  Freon.  There  are 
three  large  refrigeration  units  and  2 small  ones.  These 
appear  to  be  capable  of  chilling  100  fat  cattle  per  day. 
On  canner/cutter  type  animal  this  could  increase  to  120  per 
day.  Rail  space  is  adequate  for  120  cattle  with  a 30" 
basis  per  carcass. 

With  the  discontinuance  of  clothing,  it  would  be 
mandatory  that  chill  sprays  be  installed  to  reduce  shrink. 
Shrink  can  be  reduced  by  3 - 5#  per  carcass.  Additionally, 
without  clothes,  the  carcass  temperature  will  be  3-4 
degrees  lower  with  the  same  refrigeration.  To  illustrate 
this  need,  5#  per  carcass  of  shrink  X 120  carcasses  X 250 
days  = 150,000#  x 1.00  per  lb.  = $150,000  in  lost  revenues. 
However,  for  that  size  cooler,  the  spray  system,  if 
installed  correctly,  would  cost  in  the  area  of  $30,000.  if 
hot  boning  is  done,  the  spray  would  not  be  needed. 

Condition  of  the  cooler  and  rails  is  excellent.  There 
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was  no  evidence  of  rust  or  other  damage.  There  are  storage 
racks  along  the  walls  which  would  have  to  be  removed 
especially  if  a chill  spray  was  installed.  (Stored  boxes 
would  become  water-soaked). 

Boninq/Fabri cation 

This  room  is  also  in  good  condition.  There  is  one 
boning  line  with  10  operator  stations.  The  carcasses  are 
separated  with  a bandsaw  with  cuts  going  to  operators  on  a 
Sandvik  stainless  steel  conveyer  belt.  Bones  are  conveyed 
to  the  outside  bone  dumpster  via  a belt  conveyer  above  the 
boning  table.  This  conveyer  is  too  high  which  reduces 
operator  efficiency. 

In  order  to  speed  up  the  operation  (if  plant  continues 
to  bone  chilled  carcasses)  some  of  the  work  could  be  done 
away  from  the  boning  table  (i.e.  pulling  clods  and  paddle 
bone,  also  roundouts  could  be  boned  on  the  rail  while 
hanging).  There  is  adequate  room  for  these  operations  to 
be  performed  as  stated. 

The  boned  out  cuts  pass  to  a model  8200  Cry-O-Vac 
machine  and  shrink  tunnel.  If  the  volume  is  increased,  a 
second  8200  would  have  to  be  installed.  There  are  many 
used  machines  available,  so  one  could  be  purchased  at  a 
reasonable  cost. 

The  storage  for  the  boxed  product  is  limited.  This 
could  be  a draw-back  for  future  expansion  or  speed-up  of 
the  operation. 
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Processing  Kooiii 


1 h i s is  a ground  beef  layout  capable  of  [processing 
approxi  raa  t e ly  5,00l)if  of  ground  beef  a day.  Chubs  are 
manually  filled  with  a stuffing  horn  off  the  grinder  and 
are  sealed  witli  a ti['pcr-tie  n.achine. 

Some  [lorticn  of  cutting  was  also  done  in  tliis  room. 
There  is  a boning  table  with  six  stations. 

Freezer 

This  roon  is  ai'pr  ox  i ma  t e ly  3o'  X 21'  with  no  pallet 
racks  and  refrigerated  witli  freon.  \/ithout  racks,  it  would 
be  possible  to  store  approximately  50,bU0#  of  palletized 
meat  boxes. 

Stock  Pens 

Tliere  is  one  . unloading  chute,  with  a good  rough  floor 
surfacing  to  prevent  animal  slippage.  Pens  have  roorri  for 
^PPJ^oximatel^’  1U0  head  of  cattle.  Tlie  pens  are  made  of 
lumber  and  in  good  condition.  There  are  no  bruise  causing 
projections,  sliarp  corners  or  nails. 

The  live  v.eight  scale  is  in  bad  condition  and  poorly 
placed  in  the  livestock  flow  pattern.  Because  of  this,  it 
has  not  been  usee].  The  plant  has  been  using  weights  taken 
at  the  feed  lots  and  auction  barns  which  is  a questionable 
practice.  To  be  raade  operable,  the  scale  sliould  be 
relocated  so  it  would  fit  in  with  the  traffic  flow  of  the 
livestock . 

Ref  riger£ition 

Hot  boning  is  being  contemplated.  If  a slaugliter 
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beyond  lUb  hend  n day  is  planned,  a study  needs  to  1'g  rriade 
to  ueteriiiine  if  there  is  adequate  freezer  refrigeration 
capacity  to  [iroperly  cliill  the  meat  wliich  is  put  into  boxes 
in  "hot"  condition  after  purging  with  C02- 
Ij'dste  hater 

With  r.ianual  carcass  and  head  washing  the  water  usage 
[3er  carcass  \/ould  be  substantially  lower  tlian  with 
automatic  carcass  washers.  Exi'ect  usage  of  water  to  be 
approximately  2b 0/25 b gallons  per  head  slaughtered  which 
includes  clean  up.  For  a lOu  head  slaughter  per  day,  the 
water  usage  would  be  a[)proxi  mately  25,000  gallons.  Also, 
if  a good  in-liciuse  clean  u)i  program  is  followed,  the  D.O.D. 
and  suspended  solids  can  be  reduced. 

The  waste  water  treatment  systeni  cpnsists  of  an 
anaerobic  tank  and  a poly-lined  lagoon,  whicli  is 
approximately  1 acre  in  size.  After  treating,  the  water  is 
used  to  spray  irrigate.  Excess  B.O.D.  would  make  the  water 
unusable  for  irrigation.  formally  the  B.O.D.  has  to  be 
below  5o  Mg/L  before  it  can  be  used  for  irrigation. 

^ s t e water  treatment  apqiears  inadecjuate  for  the 
projected  slaugliter  speeds.  For  future  expansion,  a 2nd 
lagoon  could  be  built  on  the  p'llant  pren.ises. 
boiler  Room  and  Mechanical 

The  j)  1 a n t has  a small  boiler  which  supplies  heat  and 
hot  v/ater  to  the  plant.  F.S.I.S.  recjuires  that  18b  degree 
water  be  available  during  Ofierations  to  sanitize  knives, 
saws,  etc.  The  boiler  appears  to  be  adequate  at  the  low 
);ill  rate.  Tliere  can  be  water  temperature  problers  if  an 
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operator  used  a clean-up  liose  for  an  extended  i>eriod  of 
time.  [lo\.’ever,  tliis  can  l>c  handled  if  operator  is  jircferly 
instructed  on  how  to  use  the  water  prudently. 

Air  supply  should  be  adequate  for  the  pneur.atic 
dehiJers.  Aiproxiinately,  IdO  CFM  would  be  required  for  the 
dehider.  In  addition  to  the  dehiders,  there  are  several 
otlier  pieces  of  equi{  i.ient  tliat  use  niininal  amount  of  air. 
The  [ lant  lias  a Kel locjg-Anor ican  model  U'127  - rotary  screw 
comiressor.  A Culligan  water  softener  is  used  for 
s o f t e n i ncj  water. 

There  are  two  work  benches  for  mechanics,  one  on  the 
1st  floor  and  one  in  the  basement.  There  are  practically 
no  tools,  other  than  vices  and  small  hand  tools.  Tlie 
sliarpener  for  the  Jarvis  dehiders  was  not  seen.  This  is  an 
iii.ixartant  I'iece  of  equip-nent  which  will  be  required. 

Hides 

Hides  are  hauled  to  a building  across  the  highway 
(a[>f  roxiiiiately  1/2  mile)  and  salt-packed  cured. 

Mi scellaneous 

The  plant  has  facilities  to  wash  employees*  clothes 
including  two  wasliers  (home  size)  and  one  dryer. 

An  inventory  of  beef  trolleys  was  not  taken,  l^ut  it 
a f pears  the  plant  has  approximately  500  heavy  duty 
trolleys. 

Before  the  plant  could  start  operations,  most  of  the 
eii.ployees'  safety  equipment,  hand  knives,  etc.,  would  have 
to  be  purchased  and  be  available  to  the  T.  & D departments. 
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YELLOWSTOtJl  BEEF  PP,OCESSOr<S 


Tlie  plant  is  basically  in  good  condition.  There  are 
several  items  that  need  to  be  corrected  before  any  start-up 
could  take  place. 


1.  }\epair  roof  (jver  K D and  employee  locker 

room.  $ 5, 0CU 

2.  Repair  daranye  in  locker  room  caused  by 

roof  leal.. 

3.  Clean  up  and  miscellaneous  repairs.  1,000 

4.  Cut  and  remove  weeds  - clean  up  outside.  50U 

5.  Checl;  boiler,  service  refrigeration  units, 
repack  pumps,  check  and  n.inor  repairs  to 

all  equipment  1,000 

6.  Install  chill  spray  systera.  (This  would  be 

unnecessary  if  carcasses  are  boned  hot).  25,000 

7.  Replace  missing  dehiders,  misc.  tools, 

knives,  etc.  10,000 

8.  Unforeseen  contingencies  5,000 


Minimum  - Total  $48,O00 


For  Future  I mprovements 

1.  Could  install  "banana  bar"  same  as  Midland 
Packing  has.  Could  be  fabricated  locally. 
Installed  at  location  of  down  puller.  This 
would  eliminate  backing  in  loin  area,  rump- 
ing &c  tail  pulling.  Cost  approximately  for 
hoist  and  banana  bar. 

2.  Relocate  head  wash  cabinet  & head  boning 
table . 

3.  Make  misc.  changes  to  improve  efficiency  of 
operation  (i.e.  pneumatic  carcass  pushers, 
install  pneumatic  front  foot  cutter,  etc. 


$ 5,000 
500 

5,000 
$10, 500 


Limi  tincj  Factors  For  Increasing  Volume 

i*  If  hot  boning  is  done,  would  there  be  adequate 

freezer  capacity  to  handle  the  load?  A complete  study 
of  tlie  refrigeration  capability  would  have  to  be  r.,ade 
before  Iiot  boning  was  commenced. 

2.  h'ot  water.  If  the  speed  v;ould  be  increased,  v;hich  it 
could  be,  there  could  be  a problem  with  monitoring 
180  degrees  operating  water. 
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3.  V/aste  water  treatment  appears  to  be  inadequate  for 
lk3L'-i25  cattle  per  day.  Before  the  speed  is  increased 
this  must  be  closely  studied. 

4.  Refrigeration  is  limited.  If  volume  is  increased, 
this  could  be  inadequate  (if  no  liot  boning).  The  plant 
could  convert  to  ammeonia,  which  is  also  costly. 

Other 


Need  to  consider  saving  the 
income: 

1.  i’ancrease  glands 

2.  Beef  tripe,  scalded  and 

3.  Manudo  feet.  This  is  an 


following  to  improve  gross 
honeycomb . 

ethnic  item  which  is  seasonal. 
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HISTORICAL  FINANCIALS  & ANALYSIS 


During  the  course  of  this  study,  the  Project  Manager 
and  the  Subcontractors  were  unable  to  obtain  any  written 
historical  financial  infornation  from  the  current  or  past 
owners/operators  of  Yellowstone  Beef  Processors.  It  is 
inportant  to  understand,  because  the  YBP  facility  is 
privately  owned,  there  was  no  legal  obligation  on  the  part 
of  those  owners/operators  to  provide  such  information  for 
the  study. 

Due  to  tlie  very  sporadic  operating  history  of  the 
facility  since  its  construction  in  1978,  it  is  questionable 
as  to  v;hetlier  historical  financial  information  would  be  of 
significant  use.  As  near  as  can  be  determined,  the 
facility  has  operated  less  than  three  years  since 
construction,  v;ith  the  most  recent  operations  being  in 
1984  . 

It  was  orally  represented  by  Mr.  Weschenf elder  that  the 
facility  had  a current  debt  of  approximately  $35D,D00. 
Terms  or  i.aturity  on  this  debt  is  unkno\/n.  Tliis  debt  is 
assumed  to  be  secured  by  the  property,  plant  and  equipment 
of  YBP  and/or  personally  guaranteed  Mr.  Weschenf e Ider. 

It  was  also  discovered  that  a fjortion  of  the  original 
principal  of  a Yellowstone  County,  Montana  Industrial 
Development  Revenue  Bond  Issue  for  tlie  K-K  Ranch  Meat 
Products  was  currently  outstanding.  Tliis  IDR  Bond  Issue  is 
secured  by  a n^ortgage  on  the  real  estate  and  equipment  of 
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the  meatpncking  facility  which  is  currently  known  as 
Yellowstone  Beef  Processors.  Further,  Horace  B.  Koessler, 
Ted  Keating,  Eleanor  Keating,  James  II.  Koessler  and  Horton 
B.  r.oessler  have  jointly  and  severally  guaranteed  the 
payment  of  the  principal  and  interest  on  the  Bonds. 

The  bond  isssue  originally  dated  12/1/77  was  for  $1 
million.  Tlie  following  maturity  schedule  shows  the 
remaining  outstanding  bonds  and  coupon  interest  rates. 


Amount 

Maturity 

Coupon 

$110, 000 

12-1-86 

8% 

$120,000 

12-1-87 

8% 

$130, 000 

12-1-88 

8% 

$140, 000 

12-1-89 

8% 

It  was  represented  by  Horton  Koessler  that  Mr. 
Weschenfelder  has  not  assumed  responsibility  for  repayment 
on  this  IDR  issue.  Principal  and  interest  payments  have 
been  made  over  the  past  several  years  from  the  assets  of 
the  personal  guarantors,  including  Horace  Koessler  in 
particular  . 

The  assets  of  the  personal  guarantors  may  be  sufficient 
to  continue  to  provide  timely  principal  reduction  and 
interest  payments  in  the  future.  Nevertheless,  the 
collateral  for  the  IDR  issue  includes  the  meatpacking 
facility.  A future  default  on  the  IDR  issue  ma^  require 
the  Bond  trustee  to  ta>.  e possesion  of  the  personal 
guarantors'  assets  including  the  packing  facility.  Until 
the  remaining  principal  on  the  IDR  bonds  is  retired,  this 
may  provide  an  obstacle  to  a financing  institution  wishing 
to  extend  credit  to  YBP.  For  the  purposes  of  this  study 
only,  it  will  be  assumed  the  IDR  principal  and  interest 
payments  are  made  on  a timely  basis. 
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PROJECTED  OPERATIONS 


This  chapter  deals  with  a hypothetical  operation  of 
the  YBP  packing  facility.  An  integral  part  of  this  chapter 
is  the  Projected  Financial  Statements  found  in  Appendix  A3- 
A9.  The  observations  in  this  chapter  and  the  projections 
in  the  appendixes  are  generated  from  all  aspects  of  this 
study  including  the  engineering  report,  historical 
operating  results,  limiting  operating  factors  such  as 
water/sewer  availability,  personal  interviews  with 
owners/managers  of  the  Midland  facility,  etc. 

As  is  commonly  pointed  out...  "computers  can  be  made 
to  say  anything".  The  key  to  making  an  "educated  guess"  in 
a proforma  or  projected  financial  statement  is  determining 
the  variables  that  provide  the  input  for  that  statement. 
In  every  model  and  projected  financial  statement  in  the 
Appendix,  the  variables  are  only  assumptions  that  may 
reflect  the  real  world.  The  variables  are  not  guarantees 
of  financial  performance. 


The  models  that  were  developed 

use  the  following 

ablest 

VARIABLE 

"BASE  CASE" 

.Cow/Bu11  cost  per  100  lb. 

$33.00 

Fed  Cattle  cost  per  100  lb. 

$55.00 

Cow/Bull  Sales  per  lb. 

$ 1.05 

Fed  Cattle  Sales  per  lb. 

$ 1.40 

Price  for  Hides  (Green) 

$20.00 

I 
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Q 


Percentage  Good  Hides 


85% 


Offal  Sales  per  Head 

$10.00 

Cow/Bull  Carcass  Yield 

50% 

Fed  Cattle  Carcass  Yield 

60% 

Cow/Bull  Boning  Yield 

72% 

Fed  Cow  Boning  Yield 

75% 

Cow/Bull  Kill/Month 

1,700 

Fed  Cattle  Kill/Month 

300 

Cow/Bull  Live  Weight 

1,000  lb. 

Fed  Cattle  Live  Weight 

1,200  lb. 

Brand  Inspection  per  Head 

$ .50 

Box/Container/Supplies  per  Head 

$ 4.25 

Ending  Month  Inventory  per  Head 

200 

Freight  Out  per  lb. 

$ .015 

Hours  Worked/Month 

174 

Payroll  Tax  Benefit 

25% 

Hourly  V.’age 

$ 6.75 

Freight  In  per  Head 

$ 5.00 

% Bad  Debts  / Gross  Sales 

1% 

People  on  Kill  Floor 

9 

People  Boning/Box/Shipping 

13 

Management 

2 

^iu^lber  of  Clerks 

3 

People  - Miscellaneous 

2 

The  projected  operating  stateiTicnt  for  YBP  for  the  base 
case  scenario  in  Appendix  A3  shows  the  facility  achieving  a 
pretax  profit  of  approximately  $136,000  and  an  after-tax 
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profit  of  approximately  $82,000.  Again,  this  is  no 
guarantee  that  the  facility  will  achieve  this 
profitability.  Much  like  the  projected  operations  of  the 
Midland  facility,  the  "base  case"  scenario  assumes  certain 
market  conditions,  substantial  retrofitting  of  the  YBP 
facility,  and  that  there  is  a competent  management  team  in 
place . 

For  the  purpose  of  comparison,  three  other  operating 
statements  have  been  created  by  changing  only  two  of  the 


variables 

in  the  m.odel. 

These 

changes  are 

summarized 

below: 

Append! x 

covv'/bull  cost 

per  100  lb. 

# "base  case" 

change 

cow/ BULL 
CARCASS  YIELD 
"base  case" 

change 

A7 

$33 

$35 

50% 

50% 

A8 

$33 

$33 

50% 

48.5% 

A9 

$33 

$35 

50% 

48.5% 

Appendix  A7  chang 

e s the 

live  weight 

price  on 

cows/bulls  from  $33  to  $35  per  one  hundred  pounds. 
Appendix  A8  changes  the  carcass  yield  from  50%  to  48.5%. 
Appendix  A9  which  would  be  a "worst  case"  scenario  of  the 
three,  changes  the  price  and  the  carcass  yield. 

From  these  changes  can  be  determined  the  following 
operating  results: 
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APPLMDIX 


APPROXIMATE  MONTHLY  PROFIT  (LOSS ) 


Base  Case  A3 


$ 6,800 


A7 


$(22,500) 


AO 


$(  7,400) 


A9 


$(41,400) 


These  changes  again,  merely  show  potential  "real 
world"  operating  results.  To  reemphasize  the  need  for  good 
management,  changing  the  amount  of  the  carcass  yield  from 
the  cows/bulls  from  50%  of  the  carcass  weight  to  48.5%  of 
the  carcass  v/eight,  the  net  income  of  the  YBP  facility 
declines  from  a profit  of  $6,800  monthly  to  a loss  of 
$7,400  monthly.  This  demonstrates  the  need  for  a good 
cattle  buyer.  This  buyer  is  an  integral  part  of  the 
management  team  and  can  literally  "make  you  or  break  you" 
with  his/her  purchases  in  the  auction  market  of  live 
animals.  Further,  the  change  in  a higher  live  weight 
cattle  price  without  a subsequent  retail  revenue  adjustment 
upward  can  cause  losses.  It  was  noted  during  the  course  of 
this  study  that  the  two  markets  did  not  necessarily  move  in 
tandem. 

Appendix  A4  would  show  a scenario  for  a second  year  of 
operations  for  YBP.  Tliis  statement  is  based  upon  an 
increased  slaughter  of  2000  cows/bulls  and  400  fed  cattle 
monthly,  along  with  a corresponding  increase  in  the 
staffing  requirements  and  other  expenses.  At  this  rate  of 
slaughter,  it  would  be  difficult  to  expand  the  monthly  kill 
due  to  the  inadequacies  noted  in  the  engineering  report. 
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The  waste  water  disposal  system,  even  if  retrofitted  to 
100-120  daily  kill  rate,  will  remain  a cumbersome  system. 

It  has  been  determined  that  the  capital  needs  to  begin 
operations  at  the  YBP  Plant  are  as  follows: 

Loan  for  Plant  Renovation  $363,000 

Working  Capital  Loan  $160,000 

Loan  for  Cattle  Purchases  $550,000 

(Appendix  A5)  $1,073,000 

The  plant  renovation  consists  of  the  investment  required  by 
the  engineers  report  to  make  minor  repairs  and  retrofitting 
of  tlie  facility  for  a total  of  approximately  558,000. 
Also,  further  Investment  is  necessary  to  increase  the 
facility's  capacity  for  a 100  to  120  head  per  day 
slaughter.  Under  the  current  setup,  the,  disposal  system 
for  the  plant  is  quite  inadequate  for  this  projected 
slaughter.  Per  the  engineering  company  which  designed  the 

plant,  HKM  and  Associates  of  Billings,  and  the  State  of 

Montana  Water  Quality  Bureau  <->,0 

xiry  bureau,  the  maximum  daily  slaughter 

capacity  for  the  disposal  system  is  20  head  per  day. 

The  current  design  of  the  anaerobic  separator  and  the 

waste  water  lagoon  must  be  Increased  in  capacity  by  at 

two  fold.  An  estimate  on  constructing  another 

separator  and  another  lagoon  has  been  in  the  range  of 

5225,000.  Further,  approximately  15  acres  of  land  may  be 

required  for  the  facility  site  to  expand  the  spray 

irrigation  system  farther  away  from  the  open  water  ditch 

behind  the  plant.  This  Investment  is  calculated  at 
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§75,000.  A miscellaneous  repair  investment  of  §5,000  is 
further  included  to  reduce  the  water  seepage  into  the  plant 
during  times  of  rising  water  tables  from  irrigation 
practices  in  the  Yellowstone  Valley. 

A current  loan  on  the  facility  of  §350,000  is  assumed 
to  be  re-financed.  This  loan  figure  is  determined  from  YBP 
owner  representations. 

Assuming  the  "base  case"  operating  scenario  and  the 
capital  requirements  to  reopen  the  facility,  the  YBP 
operation  will  cash  flow  on  a positive  basis,  barring  any 
sizable  unforeseen  expenses. 

There  are  factors  which  again  go  beyond  our  model 
projection; 

1.  As  has  been  stressed  before  the 
management  team  is  crucial  to  the 
meatpacking  business.  In  the  course  of 
this  study  this  potential  team  for  the 
YBP  facility  was  not  identified.  In 
the  case  of  this  facility  the  small 
capacity  would  only  require  two  "top 
notch"  people  on  this  team.  One 
individual  would  be  responsible  for 
directing  the  actual  slaughter 
procedure  and  maintaining  the  labor 
efficiency  desired.  The  other 
individual  would  be  responsible  for  the 
financial  operations  of  the  facility, 
including  selling  the  red  meat  cuts 
from  the  15  head  of  fed  cattle 
slaughtered  daily  the  first  year  to 
local  consumers. 

2.  It  is  unknown  whether  the  disposal 
system  can  be  specifically  retrofitted 
to  handle  the  increase  in  slaughter 
projected.  If  the  potential  investment 
is  beyond  §250,000,  or  if  the  land  is 
not  available  for  the  additions  then  it 
would  not  be  feasible  to  reopen  this 
plant.  The  method  of  disposal  in  use 
is  not  only  antiquated  but  can  result 
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in  complaints  filed  against  the  plant 
by  those  individuals  in  the  immediate 
proximity . 

3.  It  must  be  assumed  that  a local 
deraand  for  fed  cattle  meat  products 
exists  that  will  allow  for  the  cost 
ineffectiveness  of  the  processing. 
Someone  at  YBP  would  have  to  actively 
seek  this  market  and  respond  to  its 
needs . 

4.  It  is  unknown  whether  the  cooler 
and  refrigeration  capacity  is 
sufficiently  large  enough  and  in 
working  order  to  allow  a truckload  of 
boneless  cov//bull  meat  to  be  created 
for  shipment  every  2 days 
(approximately  20,000  lbs.  per  day). 
The  engineers  have  suggested  a retrofit 
to  increase  this  capacity. 

5.  It  is  unknown  as  to  any  liens, 
judgements,  or  claims  that  have  been 
filed  against  the  YBP  facility.  Also, 
the  financial  condition  of  Mr. 
Weschenf elder,  the  represented  owner  of 
the  facility,  is  unknown.  It  is 
assumed  that  there  is  no  constraints  in 
this  regard  to  a reopening. 


Based  upon  the  assumptions  that  the  plant  can  be 
retrofitted  as  needed,  that  a quality  management  team  can 
be  installed,  and  that  a market  can  be  found  for  the  fed 
cattle  slaughter  on  a local  scale,  it  is  The  Project 
Manager's  opinion  that  The  Yellowstone  Beef  Processors 
meatpacking  facility  can  be  reopened  on  a financially 
feasible  basis.  However,  potential  profitability  from  the 
YBP  facility  will  be  subject  to  "limiting  factors"  as  noted 
on  the  next  two  pages. 
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LIMITING  FACTORS 


It  appears  that  there  are  at  least  two  main  factors 
which  would  limit  the  ability  of  the  YBP  facility  to 
achieve  at  least  industry  wide  standards  for  profitability 
and  growth  in  the  slaughter  capacity  at  the  facility.  Both 
of  these  factors  have  to  do  with  the  end  use  of  the  edible 
and  inedible  portions  of  the  slaughtered  animal  which  are 
eitlier  not  boxed  for  shipment,  sold  as  specialty  meat,  or 
of  obvious  use  by  an  off  site  renderer. 


1.  Notation  has  been  made  of  the 
current  inadequate  method  for  disposal 
of  waste  from  slaughter  in  excess  of  20 
head  per  day.  A solution  proposed  was 
the  investment  in  further  lagoons  and 
anaerobic  separators.  However,  it 
would  appear  that  beyond  a slaughter 
rate  of  120  to  125  animals  per  day,  the 
question  has  to  be  answered  as  to  the 
feasibility  of  simply  adding  more 
lagoons  and  separators.  Because  this 
method  of  disposal  creates  a noxious 
smell  for  people  in  the  adjacent  area 
(1-3  miles),  it  would  not  appear 
feasible  to  increase  a slaughter  speed 
beyond  120-125  animals  and  continue 
with  this  fairly  antiquated  disposal 
system.  It  may  be  necessary  to 
retrofit  the  plant  to  a "contained" 
aerobic  system  of  disposal  rather  than 
use  the  open  lagoons  and  this  may  be 
cost  prohibitive.  Further,  the  city  of 
Laurel,  Montana  will  n^  longer  accept 
sewage  for  primary  and  secondary  waste 
treatment  from  users  outside  the  city 
limits,  as  had  been  previously 
available . 

2.  The  profit  returns  as  a percentage 
of  sales  noted  in  Chapters  4 and  11 
include  a revenue  addition  for  those 
packers  with  edible  and  inedible 
rendering  systems.  The  YBP  facility 
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has  been  deemed  too  small  to  justify 
either  rendering  system.  it  is 
difficult  to  clearly  decipher  that 
portion  of  revenue  and  profit  (if  any) 
from  rendering  for  the  meatpacking 
industry.  However,  it  is  suffice  to 
say  the  YBP  plant  must  depend  on 
whatever  revenue  is  generated  from  off- 
site independent  renderers  paid  to  YBP. 

It  would  take  a relatively  long  period  of  time  for  YBP 
to  shape  up  a shipment  of  specialty  meats  and  offal.  A 
large  packer  can  do  it  on  a daily  basis  for  revenue 
additions.  For  YBP  to  show  adequate  returns  front  drop 
credits  (hide,  offal,  etc.),  it  is  essential  that  one  of 
the  managers  develop  some  personal  selling  relationships 
that  will  improve  the  margins  from  the  drop,  and  allow 
smaller  loads  of  drop  to  be  sold.  It  is  believed  that 
other  than  revenue  from  hide  credits  and  some  selected 
specialty  meats,  the  prior  operation  at  YBP  generated  very 
little  offal  revenue.  The  projection  in  Appendix  A3  shows 
that  a substantial  reduction  in  offal  revenue  would  cease 
profitability . 
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SUMMARY 


The  Project  Manager  believes  that  the  YBP  facility  can 
be  operated  in  a financially  feasible  manner.  This  is 
subject  to  the  following  conditions... 

1.  A quality  management  team  is 
installed  at  the  facility. 

2.  The  capital  required  for  retrofit 
and  working  capital  can  be  obtained. 

3.  The  facility  can  be  retrofitted  to 
satisfy  state  and  federal  slaughter 
disposal  requirements. 

4.  A local  market  can  be  found  for  a 
limited  supply  of  fed  cattle  slaughter. 

However,  it  is  important  to  .remember  that  the  YBP  plant 
will  always  be  limited  in  kill  size  to  approximately  12k) 
head  per  day.  Beyond  this  kill,  the  plant  runs  into 
serious  questions  in  regards  to  the  waste  disposal  system 
and  cooler/ freezer  capacity  (including  refrigeration). 

Appendix  A3  should  be  examined  with  appendixes  A7-A9  in 
mind.  All  four  of  these  operating  statements  can  represent 
real  world  scenarios,  and  potential  losses  in  the  A7-A9 
projections  could  not  be  absorbed  for  any  length  of  time  at 
the  YBP  facility. 
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CHAPTLR  7 


THE  QUESTIOH  OF  LIVE  ANIMAL  SUPPLY 

In  attempting  to  develop  a potential  supi^ly  of 
cows/bulls  for  slaughter,  an  industry  average  commonly  used 
is  determining  a percentage  of  animals  culled  from  the 
cow/calf  producers.  In  other  words,  a certain  number  of 
animals  will  be  directed  to  slaughter  due  to  age, 
infirmity,  certain  weather  conditions,  and  price  levels  in 
live  cattle  markets.  From  examination  of  other  market 
studies  on  cow/bull  slaughter  inventories  and  conversations 
with  individuals  in  the  meatpacking  industry,  it  appears 
that  a range  of  8%  to  10%  of  total  inventories  will  be 
culled  for  slaughter  each  year.  For  the  purposes  of  this 
study,  a 10%  "cull  factor"  will  be  utilized. 

The  following  table  shows  a suram.ary  of  cow/bull 
inventories  in  Montana  as  listed  on  January  1 for  the  years 
1983,  1984,  1985  and  1986. 

NUMBER  BY  CLASSES 
JANUARY  1 


1983 

1984 

1985 

1986 

Beef 

Cows 

( 000 

head ) 

1,520 

1,637 

1,513 

1,373 

Milk 

Cows 

(000 

head ) 

29 

29 

27 

27 

Bulls 

(over  500  lbs.) 

87 

98 

89 

90 ( est) 

1,636 

1,  764 

1,629 

1,490 

SOURCE:  MONTANA  CROP  AND  LIVESTOCK  REPORTING  SERVICE 
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using  a ai.npie  10%  cull  „te  of  the  total  inventorlaa  in 
the  above  table  provides  the  following  number  of  cow/buUs 
in  Montana  which  may  be  directed  to  slaughters 

JANUARY  1 


1983 

1984 

1985 

1986 


163,600 
176, 400 
162,900 
149, 000 


Even  though  these  numbers  show  a declining  level  of 

availability,  on  first  glance,  there  appears  to  be  a 

sufficient  number  of  cow/bull  slaughter  animals  to  support 

nimal  slaughter  approximating  100,000  head 

Unfortunately,  most  marhet  studies  on  live  animal  supplj 

tend  to  use  this  overly  simplistic  example  to  justify 
slaughter  projections. 

TO  provide  a more  accurate  picture  of  live  animal 
availability,  it  is  imperative  that  this  method  be 
substantially  refined  as  follows. 

An  examination  of  a hypothetical  model  of  the  last  3 
years  of  cattle  marketing  will  now  follow.  Table  I shows  a 
listing  Of  all  the  licensed  livestock  auction  markets  in 
Montana.  The  total  numbers  of  cattle  which  were  sold  in 
these  markets  are  listed  for  the  years  1983-1985.  Also, 
the  distance  in  road  miles  from  the  market  to  Billings, 
Montana  is  listed  on  the  far  right  side  of  Table  1. 

Table  numbers  2-4  in  turn  show  a breakdown  of  the 
different  classifications  of  animals  marketed  on  a month  to 
month  basis  for  the  years  1983  to  1985.  The  totals  for  the 
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TABLE  1 


o 


STATE  OF  MONTANA 
BRANDS-ENFORCEMENT  DIVISION 
DEPARTMENT  OF  LIVESTOCK 
HELENA,  MONTANA 

CATTLE  INSPECTED  AT  MARKETS 


ROAD  MILES 
FROM  BILLINGS* 


Baker 

Baker  (North  Dakota) 

Baker  (South  Dakota) 

Billings  BLS  (Montana) 

Billings  BLS  (Wyoming) 

Billings  PAY  (Montana) 

Billings  PAY  (Wyoming) 

Bozeman 

Butte 

Chinook 

Dillon 

Glasgow 

Glendive 

Glendive  (North  Dakota] 

Great  Falls  GFL 

Great  Falls  WLA 

Kali spell 

Lewis town 

Miles  City 

Missoula 

Shelby 

Sidney 

Sidney  (North  Dakota) 


TOTAL 


1983 

11, 201 
1,050 
149 

81, 100 
3,  033 
165,025 
11,487 

27.972 
107, 531 

21,312 
33, 351 
57, 797 
20,303 

34,063 
81,255 
26, 356 
41,170 
38,868 
38, 787 
7,  522 

49. 972 
12,253 


1984 

5,462 

73 

77 

96,072 
3,953 
201,384 
9,  230 
33, 308 
113,440 
25,903 
31, 382 
62,160 
21, 788 
150 
62, 735 
81,889 
28,090 

43. 181 
42,039 

41. 181 
12, 115 
59,869 
14,449 


1985 

5,  666 
108 
2 

83,209 
4,  027 
201,033 
10, 530 
35,277 
111,962 
24,996 
30, 180 
38,620 
17,963 
91 

30,622 
75,945 
22,118 
33,823 
47,  163 
35, 627 
7,  222 
52,386 
11,217 

879, 787 


871,557  989,930 


225 

-0- 


141 

223 

229 

253 

279 

222 

219 

420 

128 

145 

340 

307 

271 


♦Source;  Official  Montana  1983-1984  Highway  map 
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TABLE  2 


Montana  Livestock  Sales 


Market  All 
Year  83 


Sold  in/out  of  state 


January 

Steers 

14705 

February 

13884 

March 

28768 

April 

21556 

May 

14280 

J une 

7456 

July 

2766 

August 

6492 

September 

19013 

October 

21761 

November 

14198 

December 

7952 

Total 

172831 

Cows 

Heifers 

31123 

11677 

18603 

12594 

17592 

25461 

15156 

24370 

17641 

15789 

18836 

6739 

9515 

2195 

11479 

5058 

10835 

14196 

23016 

18198 

40902 

12353 

39389 

13454 

254087 

162084 

Bulls 

Calves 

3972 

39313 

2742 

14178 

4913 

12996 

6211 

5548 

4677 

3931 

3656 

2357 

1768 

1210 

2560 

1780 

2352 

2683 

2760 

43117 

3298 

76173 

■ 2643 

37908 

41570 

241200 

SOURCE;  MONTANA  DEPARTMENT  OF  LIVESTOCK 
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TABLE  3 


Montana  Livestock  Sales 


Market  All 
Year  84 


Steers 

Cows 

January 

12700 

34125 

F ebruary 

15097 

21224 

March 

25256 

19496 

April 

19354 

17626 

May 

15661 

25881 

June 

4957 

2 1111 

July 

4071 

15190 

August 

7845 

13585 

September 

17630 

15464 

October 

19591 

35364 

November 

10270 

56873 

December 

9133 

41819 

Total 

169653 

317758 

Sold  in/out  of  State 


Heifers  Bulls  Calves 

12354  2425  30019 

16946  3310  21787 

25755  5182  13445 

21007  6529  7458 

17994  5929  7482 

7717  3715  4276 

4107  2718  3899 

4378  3060  2671 

13271  2899  7516 

15622  3479  54367 

15960  3676  94536 

13855  2006  32289 

168966  45800  207745 


SOURCE: 


MONTANA  DEPARTMENT  OF 


LIVESTOCK 
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TABLE  4 


Montana  Livestock  Sales 


Market  All 
Year  85 


S teers 

Cows 

January 

13756 

31215 

February 

14321 

21488 

March 

12900 

18839 

April 

19338 

18142 

May 

12829 

27533 

June 

4564 

20123 

July 

5285 

19557 

August 

4728 

11597 

September 

11768 

10198 

October 

15520 

32503 

November 

12420 

41966 

December 

8443 

42675 

Total 

135872 

295836 

Sold  in/out  of  state 


Heifers  Bulls  Calves 

11897  2376  40237 

1‘7211  3292  25254 

15091  3294  8213 

21877  6194  5152 

14734  5360  7707 

5474  3196  3704 

5383  3359  5642 

4314  2780  4125 

8268  2173  5071 

16076  3314  46965 

11112  3239  74467 

8748  2818  40002 

140185  41395  256539 


SOURCE: 


MONTANA  DEPARTMENT 


OF  LIVESTOCK 
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years  in  these  tables  correspond  to  those  years  in  Table  1. 

Obviously,  from  examination  of  Tables  2-4  it  is 
apparent  that  the  different  classifications  of  animals  are 
not  marketed  evenly  on  a month  to  month  basis.  Tliis  is  a 
function  of  breeding  cycles.  For  example,  the  highest 
numbers  of  cows  going  to  market  occur  in  the  months  of 
November  and  December.  The  cow/calf  producer  removes  those 
animals  which  do  not  stand  a good  chance  of  living  through 
the  severe  winter  conditions.  Thus,  the  number  of  "culls" 

Is  high  ami  the  supply  of  potential  slaughter  animals  is 
high. 


Because  we  are  concentrating  on  the  cow/bull 
inventories.  Table  5 shows  this  varia'tion  in  the  month  to 


month  numbers  of  animals  marketed  for  the  years  1933  to 
1935.  The  percentages  for  each  month  are  determined  by 
dividing  the  numbers  of  cows  and  bulls  marketed  each  month 
by  the  total  number  of  cows  and  bulls  marketed  for  the 
year.  For  example,  in  January  1985,  a total  of  33,591 


cows/bulls  (determined  by  adding  31,215  cows  and  2.31 
bulls  from  Table  4)  was  marketed  out  of  a total  of  337,22 
cows/bulls  for  all  of  1985.  This  was  9.96%  of  th 
cows/bulls  marketed  in  the  auction  yards  that  year. 

Returning  to  the  previously  determined  potential  cul 


numbers  of  cows/bulls,  it  is  necessary  to  add  those  animals 
in  the  State  of  Wyoming  which  may  be  directed  to  a Billings 
meatpacker.  Table  6 lists  different  classifications  of 
animals  in  the  five  counties  of  Wyoming  with  the  closest 
proximity  to  Billings  and  the  totals  for  Wyoming.  Using  a 
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TABLE  5 

Percentac/e  of  Cows/Bulls  Marketed 
Annually  on  a Monthly  Basis 


1983 

1984 

1985 

Average 

January 

11.87% 

10.05% 

9.96% 

10.63% 

February 

7.22% 

6.75% 

7.35% 

7.11% 

March 

7.61% 

6.79% 

6.56% 

6.99% 

April 

7.23% 

6.64% 

7.22% 

7.03% 

May 

7.55% 

8.  75% 

9.75% 

8.68% 

June 

7.61% 

6.83% 

6.91% 

7.12% 

July 

3.82% 

4.93% 

6.79% 

5.18% 

August 

4.75% 

4.58% 

4.26% 

4.53% 

September 

4.46% 

5.05% 

3.67% 

4.39% 

October 

8.72% 

10.68% 

10.62% 

10.01% 

November 

14.95% 

16.65% 

13.40% 

15.00% 

December 

14.21% 

12.30% 

13.51% 

13.33% 

100.00% 

100.00% 

100. 00% 

100.00% 
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o 


As  of  January  1 , 


1983 

All  cattle  & calves 

covvs/bul  1 s 

1984 

All  cattle  & calves 

cows/bu I 1 s 

1985 

Bighorn  County,  W 

$ 53,000 

$ 30,000 

$ 50,000 

S 29.000 

$ 51.000 

$ 29.000 

Sheridan  County,  WY 

83.000 

47.000 

75.000 

43.000 

76,000 

43.000 

Park  County,  WY 

97 , 000 

55.000 

87 , 000 

50.000 

81,000 

46,000 

Viashakie  County,  WY 

^5.000 

26.000 

46,000 

27.000 

45.000 

26,000 

Johnson  County,  WY 

56,000 

32.000 

53.000 

30.000 

51.000 

29.000 

Subtotal 

334.000 

190.000 

311.000 

179.000 

304.000 

173.000 

Remaining  WY  Counties 

1 .141,000 

1 . 084 . 000 

1.061,000 

Wyoming  Totals 

1,475.000 

1.395.000 

1.365,000 

Sourer;  Wyeming  Crop  and  Livestock  Reporting  Service 


Note:  The  cowd>ul  1 subtotals  for  198.VI985 

It  1st  or  I cal  repotting  scurre*, . 


are  est  imat  es  based 


upon  an  average  percentage  of  all  cattle  and  calves  determined  from 


10%  "cull  factor"  on  the  cow/bull  inventory  totals  will  add 
to  the  total  available  cow/bull  animals  culled  for 
potential  slaughter.  The  available  inventories  for  such 
slaughter  are  as  follows; 


JANUARY  1 


1983 

1984 

1985 

Montana 

163, 600 

176, 400 

162, 900 

Wyoming 

19, 000 

17, 900 

17,300 

Total 

182,600 

194, 300 

180, 200 

There  are  cow/bull  animals  which  may  be  directed 
toward  potential  slaughter  in  a Billings,  Montana  packing 
facility  from  outside  the  State  of  Montana  and  those  5 
Wyoming  counties.  However,  the  competition  for  these 
animals  from  the  large  regional  and  national  packers 
operating  in  Rapid  City,  South  Dakota;  Denver/Greeley, 
Colorado;  and  Boise/Nampa,  Idaho  would  tend  to  make  those 
numbers  insignificant. 

Assuming  that  the  above  numbers  are  representative  of 
the  total  "universe"  of  cull/bull  slaughter  supply,  further 
refinement  is  in  order  to  make  note  of  distances  from 
auction  yards  to  Billings,  Montana  and  competitive  auction 
market  conditions.  Two  things  are  quite  obvious.  ..not 
every  cow/bull  culled  for  slaughter  in  Montana  will  be 
transported  to  Billings  due  to  high  freight  charges,  and 
not  every  cow/bull  purchased  in  the  Montana  livestock 
auction  markets  will  be  directed  to  one  packing  facility. 
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Examination  of  Tablp  i 

1 shows  the  auction  market 

distances  from  Billinas  a ^ • 

Billings.  A majority  of  these  markets  are 

in  excess  of  200  .Ues  from  Billings.  For  purposes  of  this 

study,  those  auction  markets  which  are  250  miles  or  more 

from  BiUiogs  are  removed  ae  potential  sources  of  supplv 

due  to  high  freight  charge.  The  exceptions  are  Glasgow, 

which  IS  not  removed  due  to  remoteness  from  other  United 

States  packing  facilities  and  Baher,  which  is  removed  due 

to  its  Close  proximity  to  the  paching  facilities  in  Raoid 

City,  over  the  1983-1985  period,  removing  Baher.  Dillon, 

Kalispell,  Missoula,  Shelby  and  Sidney  reduces  the 

potential  supply  of  cattle  auctioned  in  Montana  available 

to  a packing  facility  in  Billings  by  approximately  20«. 

Further,  livestock  auction  markets  are  exactly 

that.. .auctions.  By  the  very  nature  of  auctions, 

individual  buyers  compete  against  each  other  on  both  price 

9nd  quantity  purchased.  To  insure  a "fair  market- 

livestock  auction,  it  is  Important  to  have  sufficient 

.lumbers  of  qualified  buyers  and  a sufficient  supply  of  Uve 
animals . 

It  was  not  possible  to  get  a list  of  livestock  buyers 
for  the  markets  in  Montana,  which  would  show  the 
concentration  of  purchases.  However,  for  the  purposes  of 
this  study.  It  will  be  assumed  that  the  buyer(s)  for  one 
meatpacking  facility  will  purchase  50%  of  all  available 
live  animals.  In  most  real  life  auction  markets  with  more 
than  2 participants,  a motivation  to  purchase  50%  of 
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available  supply  could  be  detrimental  to  both  the  seller 
and  the  purchaser.  These  percentages  are  only  for  the 
purpose  of  illustration  of  a supply  scenario  for  live 
animals. 

To  furt)ier  refine  the  cow/bull  inventory  for  potential 
slaughter,  it  is  assumed  that  of  the  culled  animals,  15,000 
per  year  are  slaughtered  for  current  demand  by  other 
ii.eatpackers  in  tiontana  or  are  slaughtered  for  personal 
consumption  by  the  cow/calf  producer. 

An  examination  of  the  previously  determined  10%  cull 
factor  inventory  shows  tlie  following  adjustments... 

JANUARY  1 


1983 

1984 

1985 

Cull  Factor  (10%  of  total 

cow/bull  inventories) 

182,600 

194,300 

180, 200 

Less:  previous  slaughter 

demand 

15,000 

15,000 

15,000 

Subtotal 

167, 600 

179, 300 

165, 200 

Less:  20%  of  inventory 

beyond  250  miles 

33 , 500 

35,900 

33,000 

Subtota 1 

134, 100 

143, 400 

132, 200 

Less  50%  of  available 
inventory  not  purchased 

67,050 

71 , 700 

66 , 100 

Total  cow/bull  inventory 

available  to  one  packer 

67,050 

71,700 

66,100 

For  the  reasons  given  in  this  discussion,  the  above 
figures  would  appear  to  be  a more  "real-world"  portrayal  of 
the  supply  of  cows/bulls  available  to  the  meatpacker,  than 
the  fairly  simplistic  10%  cull  factor  on  total  cow/bull 
inventory  available  to  the  packer.  Not  only  do  these  lower 
numbers  on  availability  give  rise  to  the  question  of  animal 
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slaughter  caracity,  but  a r^onth  to  r.onth  exanination  shews 
the  widespread  fluctuations  of  availability. 

As  mentioned  previously,  the  cow/bull  live  auction 
market  is  not  one  of  consistent  supply.  Referring  back  to 
Table  5,  it  is  clear  as  to  the  animal  trend  in  t)ie  live 
markets.  If  the  monthly  percentage  of  cows/bulls  coming  to 
market  is  exan^ined  in  the  context  of  the  adjusted  cow/bull 
inventory  available  to  one  packer,  the  variations  in  actual 
mionthly  availability  is  dramatic.  Table  7 multiplies  these 
percentages  by  the  adjusted  cow/bull  inventory. 

T)iis  m.odel  shows  the  wide  fluctuation  in  potential 
anin,al  supply  on  a month  to  month  basis.  Using  several 
different  assumiptions  for  the  number  of  slaughter  days  in  a 
Hionth  would  provide  the  average  daily  availability.  If  the 
assurtiption  is  made  that  there  are  15  slaughter  days  of 
operation  in  the  three  months  of  lowest  availability  (July, 
August,  September)  and  that  there  are  21  slaughter  days  of 
operation  the  rest  of  the  year. ..the  average  daily 
availability  for  slaughter  for  each  month  is  listed  below. 


f’OUTIi  DAILY  AVAILABILITY 


January 

F ebruary 

Marcli 

April 

May 

June 

July 

August 

September 

October 

h'ovcnber 

December 


345 

231 

227 

228 
282 
231 
236 
206 
200 
325 
487 
433 


TABLE  7 


AVAILABLE  COW/BULLS  ON  MONTHLY  BASIS 


1983 

1984 

1985 

Average 

January 

7,  958 

7,  206 

6,  584 

7,  258 

February 

4,  841 

4,  839 

4,  858 

4,  855 

March 

5,  103 

4,  868 

4,  336 

4,  773 

April 

4,848 

4,  761 

4,  773 

4,800 

May 

5,002 

6,  274 

6,445 

5,927 

June 

5,  103 

4,  897 

4,  567 

4,862 

July 

2,  561 

3,535 

4,  488 

3,  537 

August 

3,  185 

3,  284 

2,816 

3,093 

September 

2, 990 

3, 621 

2,426 

2,  997 

October 

5,847 

7,  658 

7,  020 

6,  835 

November 

10, 024 

11,938 

8,  857 

10, 242 

December 

9,528 

8,819 

8,930 

9,102 

Total 

67, 050 

71, 700 

66, 100 

68, 283 
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on  relative 


If  a referral  is  raade  to  Chapter  11 
average  slaughter  costs  shows  that  it  is  imperative  that  a 
slaughter  facility  operate  at  or  near  full  capacity.  From 
the  discussion  above  on  cow/bull  availability,  a facility 
with  a slaughter  capacity  of  225  to  235  per  day  would  allow 
the  plant  to  operate  near  full  capacity  the  entire  year. 
This  is  excluding  fed  cattle  slaughter  which  will  be 
projected  at  40  to  00  per  day  maximum  in  Chapter  13. 

To  increase  the  daily  availability  it  is  possible  to 
either  purchase  a higher  percentage  of  available  cow/bulls 
than  the  50%  in  the  model.  However,  the  question  then 
becomes...  can  the  cattle  buyer  obtain  the  quality  animals 
wanted  for  the  "going  market"  live  weight  price?  The 
projections  in  Appendixes  A7-A9  demonstrate  that  a decline 
in  carcass  and  boning  yields  without  a corresponding 
decline  in  live  weight  price  can  be  devastating  to  a 
facilities'  profitability. 

It  may  be  possible  to  concentrate  on  more  direct 
purchases  made  from  one  cow/calf  producer  to  increase 
cow/bull  availability,  rather  than  limit  the  availability 
from  only  the  live  market  auctions.  This  would  require  the 
cow/calf  producer  to  take  an  active  interest  in  a slaughter 
facility  which  is  further  discussed  in  Chapter  13. 
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SUMMARY 


This  chapter  dealt  primarily  with  the  availability  of 
cows/bulls  for  a slaughterhouse  in  Montana,  with  a specific 
focus  on  the  Billings  area.  Past  studies  on  the  slaughter 
industry,  which  were  examined  for  this  study,  have  not 
refined  bulk  cow  and  bull  live  animal  inventories  for 
potential  cull  animals  directed  to  slaughter. 

For  example,  using  a simple  10%  "cull  factor"  on  total 
cow/bull  inventories  in  Montana  for  the  years  of  January  1, 
1982  to  January  1,  1986  shows  approximately  150,000  to 
175,000  cull  animals  available  for  slaughter.  While  this 
may  appear  to  be  sufficient  to  justify  a 100,000  head 
animal  slaughter,  in  reality  it  would  be  difficult  for  one 
facility  to  obtain  such  a supply.  For  reasons  such  as 
market  distance  from  the  facility,  prior  commitments  for 
the  animals,  competition  in  auction  markets,  etc.,  it 
appears  that  the  actual  number  of  cows/bulls  available  to 
one  facility  is  65,000  to  70,000  on  an  annual  basis. 

Also,  the  culled  cows/bulls  are  not  marketed  on  an 
even  number  each  month  for  the  year.  There  are  wide 
fluctuations  in  the  per  month  availability  of  these 
animals.  On  average,  4%  to  5%  per  month  of  annual 
availability  is  normal  for  the  months  of  July  to  September. 
In  contrast,  10%  to  15%  per  month  of  annual  availability  is 
normal  for  the  months  of  October  to  December. 

With  the  absolute  need  of  a packing  plant  to  operate 
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near  capacity,  it  \.’ould  seen;  to  be  feasible  to  build  a 
plant  that  would  operate  near  1UC%  capacity  during  low 
cow/bull  availability,  whicli  would  be  a daily  slaughter  of 
2^5  to  235  anin.als.  A facility  that  would  need  to  purch.ase 
more  cows/bulls  would  perhaps  get  a lesser  quality  anir.al 
without  a corresijondingly  lower  live  weight  price. 

Added  to  this  cow/bull  slaughter  will  be  a fed  cattle 
slaughter  which  will  be  4o  to  60  per  day  maximum  capacity. 
Ideally,  this  puts  a plant  in  the  275-300  head  per  day  in 
the  optimal  usage  capacity. 

In  the  months  of  larger  cow/bull  availability  the 
facility  could  operate  G day  kill  weeks  to  take  advantage 
of  the  supply.  Conversely,  montlis  of  low  availability 
could  allow  the  facility  to  be  operated  3 to  4 days  per 
week  . 
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CHAPTER  H 
MYTHS  EXPLODED 

In  the  course  of  research  for  this  study,  several 
economic  and  social  perceptions  were  noted  which  will  be 
called  "myths".  Webster  (1982)  Second  Edition  defines 
"myth"  as: 

"any  fictitious  story  or  unscientific 
account,  theory,  belief,  etc." 

Basically,  a myth  can  be  based  upon  a historical  account 
but  have  no  scientific  basis. 

It  is  no  myth  that  the  cattle  industry  in  Montana  is  a 
powerful  economic,  political,  and  social  force.  As  stated 
it  s origins  date  to  12lw  years  ago.  However, 
several  "myths"  exist  today  which  can  cloud  the  issue  of 
hov.’  live  cattle  can  be  turned  into  red  meat  in  a profitable 
Hianner . 

If  the  assumption  is  made  that  the  population  of 
Montana  is  approximately  Bk50,DUU  and  the  per  capita 
consumption  of  red  meat  is  approximately  76  pounds  per 
this  works  out  to  an  annual  total  consumption  of 
60,80O,UUkJ  pounds  of  red  meat.  Assuming  a net  carcass  and 
boning  yield  of  400  pounds  per  head  slaughtered,  this  works 
out  to  152,000  live  head  of  beef  cattle  per  year  needed  for 
slaughter . 

th  # 1 : Just  serving  the  Montana  market  for  red  m.eat 

alone  should  provide  an  in-state  meat  packer  with  an  animal 
slaughter  demcind  of  150,000  live  animals. 
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It  is  important  to  remember  that  despite  an  inventory 

of  approximately  two  and  a half  million  cattle  and  calves 

in  Montana,  not  all  of  that  inventory  is  dedicated  to 

providing  red  meat.  While  this  inventory  ranhs  Montana  as 

the  14th  largest  state  as  measured  in  total  cattle  and 

calves,  only  head  in  Montana  were  "cattle  on  feed" 

as  Of  January  1,  1986.  Assuming  that  latter  number  could 

be  turned  1.75  times  per  year  for  a total  of  140,000  head, 

it  would  Stull  be  quite  improbable  for  a meatpacher  in  a 

single  location  to  acquire  enough  fed  cattle  to  serve  the 

Montana  market.  It  appears  that  the  industry  standard  is  a 

maximum  of  150  miles  for  transportation  of  fed  cattle  to  a 

meatpacking  facility.  Anything  over  that  distance  greatly 

increases  the  mortality  factor. and  injury  factor  such  as 

bruising  of  the  animal.  Granted,  a meatpacker  dedicated  to 

Slaughtering  fed  cattle  would  cause  the  inventory  of  such 

cattle  to  rise.  However,  for  reasons  described  in  this 

Chapter  and  chapter  4,  any  attempt  to  enter  the  slaughter 

for  ted  cattle  un  a sizable  manner  would  meet  with 

extreme  resistance  by  the  current  major  participants  in  the 
market. 

Mxth  #2  A red  meat  product  available  to  consumers 

with  a notation  that  the  product  was  produced  and  processed 

within  the  state  of  Montana  would  entice  in-state  consumers 

to  purchase  such  a product  in  large  quantities  irregardless 
Of  the  price. 
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Chapter  11  demonstrates  that  the  larger  national  meat 
packers  have  a large  cost  advantage  over  the  smaller  local 
packer  on  a per  head  slaughter  cost  that  approaches  50%  to 
60%  of  the  total  cost.  This  cost  advantage  is  more  than 
sufficient  to  pay  the  transportation  expense  for  the  live 
animal  to  the  packing  facility  out  of  state  and  the  expense 
of  shipping  the  processed  meat  product  back  to  the  state. 
Therefore,  the  large  meatpacker  has  a higher  gross  profit 

margin  by  which  to  fight  the  local  packers  for  market 
share . 

While  the  "Made  in  Montana"  promotional  campaign  could 
be  applied  to  retail  meat  products,  that  campaign  does  not 
necessarily  promote  Montana  products  that  are  of  higher 
cost  than  those  of  out-of-state  competitors. 

In  order  to  examine  the  price  elasticity  of  demand  for 
beef  from  a Montana  slaughterhouse,  it  is  important  to 
understand  how  beef  prices  are  determined  in  the  market.  A 
majority  of  packers  and  retailers  use  "Yellow  Sheet"  prices 
when  buying  carcasses  and  fabricated  cuts.  "Yellow  Sheet" 
carcass  prices  are  based  on  daily  reported  transactions 
from  sampled  buyer-seller  negotiations  and  are  published  by 
the  National  Provisioner  of  Chicago.  Other  sources  for 
carcass  prices  include  the  "Market  News",  published  by  the 
USDA.  The  "Yellow  Sheet"  data  are  most  often  used  by 
traders  in  carcasses  of  fattened  animals,  while  cull  cow 
carcasses  are  traded  at  prices  reported  in  the  "Meat  Sheet" 
or  the  "Market  News". 
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Irregardloss  of  beef  industry  participant  opinions,  we 
will  assume  that  the  majority  of  beef  is  traded  at  the 
published  "Yellow  Sheet"  or  "Market  News"  price.  A small 
individual  packer  will  have  little  or  no  control  over  the 
price  It  receives  for  its  output.  Any  attempt  to  raise 
price  above  the  "Yellow  Sheet"  price  will,  at  least  in  the 
long-run,  drive  sales  to  approximately  zero.  In  a highly 
cong  etitive  industry  such  as  the  market  for  beef,  a small 
packer  will  be  a "pricetaker". 

Tlie  elasticity  of  demand  is  forn.ally  defined  as  the 
percentage  change  in  quantity  demanded  divided  by  the 
percentage  change  in  tlie  price  of  the  product.  The 
relationship  between  the  market  elasticity  of  demand  for 
beef  and  the  demand  facing  an  individual  packer  is  captured 
by  the  following  formula  (Maurice,  Phillips,  and  Ferguson 


S. 

1 

wliere:  p = the  elasticity  of  demand 

^ facing  the  individual 

packer 

E = the  market  elasticity  of 
^ demand 

C 

= the  percentage  of  the 
total  industry's  output 
produced  by  the  firm 

For  a packer  such  as  Midland  or  K-K,  the  market  share 
IS  obviously  a very  sinall  number,  which  implies  tlie 
elasticity  of  demand  facing  the  firm  is  very  large.  This 
suggests  that  a small  increase  in  price  will  cause  an 
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suggests  that  a small  increase  in  price  will  cause  an 
extremely  large  reduction  in  the  quantity  of  beef  demanded 
(the  packer’s  sales  will  go  to  approximately  zero). 

The  "Made  in  Montana"  promotional  campaign  would  have 
some  effect  on  local  demand  for  a red  meat  product  which  is 
produced  and  processed  in-state.  Because  of  time  and 
budget  constraints,  this  study  has  not  attempted  to  measure 
that  effect.  It  is  anticipated  that  some  consumers  such  as 
restaurants  would  be  able  to  advertise  a Montana  beef 
product.  However,  the  price  of  a meal  is  only  one  of 
several  aspects  in  determining  the  demand  for  that  meal. 

M^th  £3  A beef  product  which  is  produced  and 
processed  within  the  state  of  Montana  is  a superior 
product. 

Beef  in  the  form  of  primal  and  'subprimal  red  meat 
weights  is  a very  homogeneous  product.  Allowing  for 
differences  in  grass  fed  cattle  and  grain  fed  cattle,  beef 
IS  basically  the  same  quality  product.  In  the  study  on  the 
Analysis  of  the  Foreign  Market  Potential  for  Montana 
Processed  Beef,  it  was  stated  that  "the  delineation  of 
processed  Montana  beef  as  being  a markedly  different 
commodity  from  beef  of  similar  quality  from  other  regions 
appears  to  be  almost  impossible  (Amec,  Inc.  (1986)). 

It  is  true  that  the  conception  of  Montana  as  being  a 
pure  and  pristine  environment  could  again  be  a marketing 
tool  of  some  use  for  red  meat  products.  However,  the  scope 
and  direction  outside  of  Montana  is  unknown  at  present. 
For  example,  the  populace  of  Colorado  has  been  subjected  to 
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an  intensive  narKatin.j  ca^paiyn  which  has  a thene  revolving 
around  the  clai.  that  '■Colorado  Beef"  is  the  best  heef 
product  availahie.  Also,  the  attenpt  to  .arhet  beef  with 
the  "Coleman"  name  is  an  example  of  an  attev.pt  to  use  a 
perception  of  freshness  or  pureness  to  assist  the  consumer 
identifying  a particular  beef  product.  This  will  be 
further  discussed  in  chapter  13  of  this  study. 
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SUMMARY 


In  the  course  of  research  for  this  study  several 
economic  and  social  perceptions  were  noted  which  are 
defined  as  "myths".  The  belief  in  these  myths  tends  to 
reduce  rational  decision  making  processes  in  the 
meatpacking  industry  to  more  "emotional"  guesses  or  hopes. 

M^^  n:  (Just  serving  the  Montana  market  for  beef 
alone  should  provide  an  in-state  meatpacker  with  enough 
demand.)  This  is  not  possible  because  the  supply  of  fed 
cattle  is  not  sufficient  and  the  market  would  have  to  be 
taken  away  on  a competitive  basis  from  those  participants 
supplying  the  beef  products  currently. 

riZtJl  £2:  • (A  red  meat  product  denoted  as  produced  and 
processed  in  Montana  would  attract  sizable  demand 
irregardless  of  price.)  This  is  not  possible  because  as 
noted  earlier  in  the  study,  there  are  sizable  meatpackers 
wxth  substantial  cost  advantages  of  slaughter  who  would 
compete  with  a Montana  meatpacker.  Also,  the  price  of  beef 
IS  highly  elastic,  meaning  an  individual  packer  is  not  able 
to  raise  prices  above  the  "market"  without  risking  a large 
decline  in  sales.  The  notion  that  a "Montana  product" 

would  command  substantial  demand  at  a higher  price  is  not 
true . 

££:  (A  beef  product  produced  and  processed  in 
Montana  is  superior.)  This  is  not  true  because  beef  is  a 
homogeneous  product.  Allowing  for  differences  in  grass  fed 


versus  gr„ia  fe,,  cattle,  end  further  differences  in  breeds 
of  cattle,  beef  is  basically  the  same  product  rn 
appearance,  texture  and  taste. 


o 
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CHAPTER  9 


COMPETING  MEATPACKERS 
IN  THE  REGION 


The  demand  for  beef  in  Montana  is  obviously  being 
supplied  by  ineatpackers  at  present. 

Shown  below  are  the  beef  packers  that  have  been 
identified  as  operating  in  Montana  and  neighboring  states. 
Specifics  on  various  plants'  locations  and  operations  are 
difficult  to  obtain,  and  must  be  gleaned  from  a variety  of 
sources.  The  following  information  was  obtained  from  two 
publications:  the  USDA's  M^  ^ Poultry  Inspection 

directory  (August  1984),  and  A Study  of  Meat  Packing  in 
(1983  );  as-  well  as  from  many  conversations  with 
assorted  individuals  in  the  beef  business  scattered 
throughout  the  region.  The  list  may  contain  errors  and/or 
omissions . 


COMPETING  PACKERS 
Company  Location 

COLORADO : 

Calloway  Packing  Co.  Delta 

Donoho  Beef  Co.  Fort  Collins 

Elizabeth  Locker  Plant  Elizabetli 

G & C Packing  Co.  Colorado  Springs 

Litvak  Meat  Co.  Denver 

Monfort  Greeley 


Comments 


Cow  & bull 
slaughter 


Large 

operation 

Large; 

packer/ feeder 
operation 
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Sisneros  Brotliers 

Pueblo 

Sterling  Beef  Co. 

Sterling 

IDAHO: 

Armour  Foods 

Nampa 

Boise  Valley  Packing  Co. 

Eagle 

Bryant's  Packing  Co. 

Burley 

Davis  Packing  Co. 

Boise 

Gem  Meat  Packing 

Boise 

Golden  Valley  Packers 

Roberts 

Independent  Meat  Co. 

Twin  Falls 

IBP 

Boise 

H.H.  Keim  Co. 

Nampa 

Y J Foods,  Inc. 

Coeur  d'Ale 

MONTANA ; 

Hamilton  Packing  Co. 

Hami Iton 

Mickey's  Packing  Co. 

Great  Falls 

Miles  City  Packing  Co. 

Miles  City 

Rahr  Meat  Service 

Glendive 

Ranchland  Packing  Co. 

Butte 

Roberts  Packing  Co. 

Di 1 Ion 

Stampede  Packing  Co. 

Kalispel 1 

Vaugbn  Meat  Packing 

Vaughn 

White's  Wholesale  Meats 

Ronan 

north  DAKOTA; 

Aneta  Meats 

Aneta 

Large 

operation 


Kill  some 
cows/bulls 


Cows /bulls 
3 5 0h  e a d 
per  day 


Large 

operation 
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Cloverdale  Foods  Co 


Mandan 


Held  Beef  Indust.,  Inc. 

West  Fargo 

Cows/bulls 

Hillside  Meat  Co.,  Inc. 

V;il  liston 

M & W Beef  Packer,  Inc. 

Mandan 

Missouri  Valley  Meat  Co. 

Mandan 

Dakota  Packing  Co.,  Inc. 

Hettinger 

SOUTH  DAKOTA: 

Alcester  Meats,  Inc. 

Alcester 

Black  hills  Packing  Co. 

Rapid  City 

Lg . cow /bull 

Cinpl  Packing  Co. 

Yankton 

operation 
Has  own 

Huron  Dressed  Beef,  Inc. 

Huron 

sausage 

brand 

Cows/bulls 

R C Vv'e stern  Meats,  Inc. 

Rapid  City 

John  Morrell  & Co. 

Sioux  Falls 

Multi 1 ine 

operation 

UTAH: 

Blue  Mountain  Meats 

Monticel lo 

Cedar  Packing  Co. 

Cedar  City 

Les  Hardy  & Sons 

Springville 

Lewis  Meats 

St.  George 

Parnell's  Packing  Co. 

Lake town 

Fami ly 

Dale  T.  Smith  & Sons 

Draper 

operation ; 
does  custom 
work 

E.A.  Miller  & Sons 

Hyrum 

050  to  75U 

V.’YOMING: 

Ivelly  Packing  Co. 

Torrington 

head/day 

Logan  Packing  Co. 

Riverton 
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SUM^1^RY 


T)iere  are  out-of-state  meatpackers  which  compete  for 
botu  the  live  animal  market  and  the  reel  meat  market  in 
Montana.  For  example,  the  grocery  store  chain  of 
Buttrey's,  which  is  Montana  based,  apparently  buys  most  of 
its  beef  products  from  Iowa  Beef  Processors.  Also,  Black 
Hills  Packing  Company  in  South  Dakota  is  a major 
participant  in  the  cow/bull  slaughter  market.  Tlie  point 
being,  on  top  of  various  difficulties  a Montana  meatpacker 
will  face  in  a startup  situation,  the  current  competition 
will  not  disappear. 
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CHAPTER  10 


RECENT  TRENDS  IN  MEAT  INSPECTION 

The  most  current  and  comprehensive  source  for  trends 
in  meat  inspection  is  a recently  completed  report  prepared 
by  the  Committee  on  the  Scientific  Basis  of  the  Nation’s 
Meat  and  Poultry  Inspection  Program.  Their  publication, 
titled  Meat  and  Poultry  Inspection;  The  Scientific  Basis 
of  the  Nation' s Program,  was  prepared  at  the  request  of  the 
Food  Safety  and  Inspection  Service  (F.S.I.S.).  It  is  this 
report  that  is  the  single  source  of  the  following 
discussion  of  the  changing  nature  of  beef  inspection. 

The  Federal  Meat  Inspection  Act  of  1906  requires  that 
beef  be  inspected  before,  during  and  after  the  slaughter. 
The  purpose  of  the  examination  is  to  search  for  signs  of 
disease  of  lesions  that  make  the  meat  unsuitable  for 
consumption  by  humans.  Of  primary  concern  in  meat 
inspection  are  eight  broad  classes  of  public  health  risk: 
bacterial  infections,  bacterial  toxins,  parasitic 
infections,  fungal  toxins,  viral  infections,  chemical 
residue  toxicants,  intentional  additives,  and  process- 
induced  toxicants. 

Historically,  antemortem  inspection  has  required  an 
examination  of  all  animals  both  in  motion  and  at  rest  on 
the  day  of  the  slaughter.  This  has  been  viewed  as 
necessary  since  some  diseases,  such  as  rabies,  cannot  be 
detected  by  currently  used  postmortem  inspection 
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techniques.  However,  on  average  only  3 animals  in  1,000 
have  not  passed  antemortem  inspection.  This  has  raised  t)ie 
question  of  whetlier  a variable  antemortem  inspection,  based 
on  some  sampling  plan,  might  be  more  cost  effective  and 
desirable . 

The  USDA  approved  a plan  in  1982  that,  under  certain 
conditions,  allows  plant  management  to  elect  an  alternative 
antemortem  inspection  procedure.  The  plan  forces  the 
inspector  to  examine  all  animals  while  they  are  "at  rest", 
but  only  a sample  of  5%  to  10%  of  the  animals  must  be 
observed  in  motion.  Valid  sampling  plans  such  as  this  are 
supported  by  The  Committee  on  the  Scientific  Basis  of  the 
Nation's  Meat  and  Poultry  Inspection  Program,  and  in  the 
face  of  severe  budget  constraints  it  seems  quite  likely 
that  the  F.S.I.S.  will  gradually  move  beef  inspection 
further  in  this  direction. 

Postmortem  inspection  of  cattle  includes  examination 
of  the  head  and  cervical  lymph  nodes,  the  visceral  and  body 
lymph  nodes,  the  internal  organs,  and  the  carcass.  New 
methods  of  postmortem  inspection,  designed  to  improve 
efficiency,  have  been  instituted  or  are  currently  under 
development.  The  following  table,  reproduced  from  the  FSIS 
sponsored  study,  summarizes  the  past,  present  and  proposed 
postmortem  inspection  procedures. 
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Beef  Inspection  Procedures: 


Past,  Present,  and  Proposed 


Traditional 


CATTLE 

During  each  of  three 
phases — head,  viscera, 
and  carcass  Inspection — 
an  Inspector  performs  a 
sequence  of  observing, 
palpating,  and,  for  head 
and  viscera  Inspection, 
Incising  tissues. 


Present 


Head  Inspection  Includes: 

• observing  head's  sur- 
face and  eyes; 

• Incising  and  observing 
mandibular,  parotid, 
atlantal,  and  supra— 
pharyngeal  nodes; 

• Incising  and  observing 
lateral  and  medial 
nodes ; 

• Incising  and  observing 
masticatory  muscles 
(cheeks):  and 

• observing  and  palpating 
tongue . 


Viscera  Inspection  Includes: 

• observing  mesenteric 
nodes,  abdominal  viscera, 
esophagus  and  spleen,  and 
ventral  surface  of  lungs; 

• observing  and  palpating 
rumlnoret Icular  Junction, 
costal  surfaces  of  lungs; 

• observing  surfaces  of 
liver;  and 

• Incising  and  observing 
bronchial  and  mediastinal 
lymph  nodes,  heart, 
Hepatic  nodes,  and  bile 
duct. 


Carcase  Inspection  Includes: 

• palpating  lymph  nodes; 

• observing  lumbar  region; 

• observing  and  palpating’ 
kidneys ; 

• observing  diaphragmatic 
pillars  and  peritoneum; 

• observing  and  palpating 
diaphragm;  and 

• observing  pleura,  cut 
surfaces  of  muscles  and 
bones,  neck,  and  carcass 
exterior. 


Proposed  by  USDA 


The  proposed  procedure 
differs  from  current 
Inspection  In  that  It 
would : 

• combine  carcass  with 
viscera  Inspection, 
thus  reducing  Inspec- 
tion stations  In  many 
places  from  three  to 
two ; 

• eliminate  the  need  for 
the  Inspector  to  ob- 
serve, palpate,  and 
Incise  certain  tissues 
at  both  the  head  and 
viscera  station; 

• require  plants  to  pro- 
vide an  employee  to 
palpate  tongue  and  be 
responsible  for  noti- 
fying Inspector  of 
abnormnlltles; 

• remove  kidneys  from 
their  capsules  for 
presentation  at  vis- 
cera station;  and 

• remove  dressing  de- 
fects and  minor  condi- 
tions (small  bruises,, 
minor  adhesions)  to  be 
verified  by  a reln- 
spectlon  program 
rnther  than  by  an 
Inspector  at  the 
carcass  station. 

The  "Beef  Carcass  Online 
Quality  Control  System" 

Is  under  study. 

Head  Inspection  would 
eliminate  the  incising  of 
atlantal  nodes  (observa- 
tion still  required)  and 
the  palpation  of  the 
tongue . 


I 
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Beef  Inspection  Procedures: 


Past,  Present,  and  Proposed  (continued) 


Trad  1 1 Iona  1 


CATTLE 


Present 


Proposed  by  USDA 


yiscera/carcass  inspection 

would  eliminate: 

• observation  of  ventral 
surfaces  of  lung 
(though  still  reqiilres 
observation  and  palpa- 
tion of  dorsal  (costal) 
surfaces) ; 

• incision  and  observa- 
tion of  right  bronchial 
node ; 

• incision  of  hepatic 
nodes  (observation 
required) ; 

• palpation  of  rumino- 
retlcular  junction 
(observation  required); 

• palpation  of  diaphragm 
and  supramamranry  and 
internal  iliac  lymph 
nodes  (observation  of 
diaphragm  and  nodes 
requ 1 red) ; 

• observation  of  spinal 
column  and  surrounding 
tissues;  and 

• palpation  o^  kidneys 
(observation  required). 


Source : 


N^tionaJ  iTully  Jressriashlnrtl'D!c?'a985j!''' 
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After  examination  the  inspector  may  condemn  an  entire 
carcass  or  parts  of  it.  The  decision  is  based  on  five 
types  of  considerations:  diseased  or  abnormal  tissue; 

localized  versus  generalized  disease  and  acute  versus 
chronic;  derangement  of  body  functions;  injury  to 
consumer’s  health;  and  offensive  or  repugnant  appearance. 
The  condemned  animals  should  be  quickly  separated  from 

edible  food  and  promptly  destroyed  under  inspector 
supervision . 

vVith  regard  to  inspection  in  beef  processing  plants,  a 
major  change  took  place  in  1980  when  a plan  called 
voluntary  total  quality  control  (TQC)  was  first  permitted 
by  the  FSIS.  The  TQC  plan  places  most  of  the 
responsibility  of  quality  control  on  industry,  which  is 
monitored  by  the  F.S.I.S..  As  of  April  1,  1985  the  USDA 

had  approved  475  TQC  systems,  covering  about  7%  of  all  meat 
and  poultry  processing  plants. 

To  satisfy  USDA  inspection  requirements  under  the  TQC 
plan  a processor  must  submit  a letter  stating  its  reasons 
for  seeking  total  quality  control  approval  along  with  a 
written  plan  outlining  the  quality  control  checks  to  be 
implemented.  The  plan  must  address  such  concerns  as  what 
materials  the  plant  will  use  for  packaging;  what  quality 
control  measures  will  be  implemented;  who  will  be 
responsible  for  making  quality  control  checks  in  different 
areas;  and  what  policies  will  be  in  place  for  handling 
inedible  materials. 


Ill 


The  TQC  plan  is  significant  because  it  is  an  attempt 
to  shift  a larger  portion  of  the  responsibility  of  quality 
control  to  industry.  Budget  considerations  may  force  the 
F.S.I.S.  to  rely  more  heavily  on  private  industry  to  take 
the  initiative  in  areas  of  quality  control.  In  light  of 
such  cost  considerations,  the  Committee  on  the  Scientific 
Basis  of  the  Nation's  Meat  and  Poultry  Inspection  Program 
favors  the  incorporation  of  the  Hazard  Analysis  Critical 
Control  Point  Approach  to  Food  Safety  (HACCP)  into  the  TQC 
program . 

The  HACCP  program  consists  of  an  analysis  of  hazards 
associated  with  processing  operations  and  the  determination 
of  critical  control  points  necessary  to  prevent  the 
identified  hazards.  The  HACCP  approach  is  a move  away  from 
continuous  inspection  in  meat  processing  plants,  where  the 
committee  believes  it  is  not  necessary  to  ensure  food 
safety.  However,  the  committee  points  out  that  in 

slaughter  facilities  continuous  inspection  is  currently 
needed . 
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SUMMARY 


As  noted  in  Ompter  4,  the  Federal  Governr.ent  requires 
that  beef  be  insi-iected  before,  during  and  after  the 
slaugliter.  Obviously,  the  purpose  of  this  insj^ection  is  to 
search  for  abnormalities  in  the  n;eat  that  may  make  it 
inedible  for  huiaan  consumption.  All  packing  facilities 
operating  with  F.S.I.S.  approval  must  have  beef  inspected 
whether  the  slaugliter  is  2U  per  day  or  200k)  per  day.  The 
inspectors  are  F.S.I.S.  employees. 

While  all  beef  must  be  inspected,  not  all  beef  must  be 
"graded".  As  noted  in  Chapter  4,  the  USDA  began  grading 
meat  in  1927  to  assist  consumers  with  judging  the  quality 
of  red  meat.  Grading  is  primarily  important  where  fed 
cattle  are  being  slaughtered  in  large  numbers  and  the  goal 
is  to  produce  as  much  prime  and  choice  cuts  of  meat  as 
possible.  A n\eat  grader  is  federally  certified  but  is  an 
employee  of  the  packing  facility  and  paid  by  the  facility. 
Lstimates  on  the  annual  cost  of  a grader  are  in  the  $50,000 
to  $60,000  range. 

This  could  be  a significant  cost  to  a relatively  small 
meatpacker  such  as  the  YBP  or  an  alternative  facility  if  a 
large  nurriber  of  fed  cattle  are  being  slaughtered.  Except 
for  Appendix  A12  in  the  projected  financials,  there  is  no 
expense  recognized  for  a grader  because  of  the  relatively 
small  (10-30  head  per  day)  fed  cattle  slaughter.  However, 
if  the  "specialty  raarkets"  are  targeted  with  an  eventual 
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fed  slaug liter  in  the  plus  head  per  day  area,  a grader 
nay  be  required. 

From  conversations  with  tlie  bSLA,  it  appears  that  a 
test  program  is  being  developed  to  cross  train  a r.eat 
insi'.ector  to  play  a double  role  as  a meat  grader.  Allowing 
for  future  federal  budget  constraints,  this  test  program 
niay  allo\^^  for  lir.ited  grading  of  red  meat  in  a relatively 
small  Montana  meatpacking  facility. 
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CHAPTER  11 


ANALYSIS  OF  OTHER  COMPARABLE  SIZED 
SLAUGHTER  FACILITIES  FOR  COST 
AND  MARKET  EFFECTIVENESS 

In  order  to  study  the  cost  and  market  effectiveness  of 
other  slaughter  facilities  emphasis  was  placed  on  two 
sources  of  information:  (1)  The  American  Meat  Institute 

Annual  Financial  Review  of  the  Meat  Packing  Industry,  19B4 
and  (2)  Cothern,  Peard  and  Weeks  (1978):  "Economies  of 

Scale  in  Beef  Slaughtering:  Northern  California,  197b." 

The  reluctance  of  individual  slaughter  facilities  of  a size 
comparable  to  Midland  or  YBP  to  release  information  on 
actual  profit  and  costs  necessitates  the  use  of  data 
obtained  from  other  sources.  The  American  Meat  Institute’s 
report  summarizes  confidential  data  supplied  by  148 
companies  of  various  sizes.  The  data  will  be  quite  useful 
in  examination  of  how  the  industry's  costs  are  divided 
among  raw  materials,  wages  and  salaries,  depreciation,  etc. 

The  Cothern,  Peard  and  Weeks  study  uses  a common 
economic  technique  called  "cost  synthesis"  to  obtain 
estimates  of  per-head  slaughter  costs  for  a variety  of 
different  sized  packing  plants,  including  plants  of  a size 
comparable  with  Midland.  Unfortunately,  the  Cothern  study 
was  published  eight  years  ago  and,  to  the  best  of  our 
knowledge,  an  updated  version  does  not  exist.  It  is  a 
simple  matter  to  use  a price  index  to  update  the  Cothern 
report  for  inflation,  but  this  approach  fails  to  take  into 
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consideration  any  changes  in  technology  or  relative  input 
prices  that  may  have  occurred  over  the  last  several  years. 
Still,  the  Cothern  report  is  the  most  comprehensive 
engineering  cost  study  available,  and  it  will  provide 
considerable  insight  on  the  magnitude  of  economies  of  scale 
in  the  meat  packing  industry.  It  will  also  augment  the 
American  Meat  Institute  (AMI)  study  in  examination  of  the 
various  costs  of  a slaughterhouse  and  the  relative 
importance  of  each  expenditure  item  in  the  total  costs  of 
beef  packing. 

The  AMI  study  includes  data  from  both  meat  packing  and 
meat  processing  companies.  Participating  packers  accounted 
for  57  percent  of  the  commercial  cattle  slaughtered  in 
1984.  The  report  summarizes  financial  information  for 
three  classes  of  packers.  As  noted  in  chapter  5,  national 
packers  are  defined  to  be  those  companies  with  annual  sales 
in  excess  of  $500  million;  regional  packers  are  those 
companies  with  annual  sales  between  $50  and  $500  million, 
and  local  packers  are  those  with  sales  under  $50  million. 
In  analyzing  the  feasibility  of  operating  the  Midland  or 
YBP  plants,  the  AMI  summary  of  revenue  and  costs  of  the 
smaller  local  packers  will  be  of  particular  interest.  The 
percentage  breakdown  of  the  sales  dollar  by  company 
classifications  for  1984  is  shown  on  the  following  page. 


o 
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Percentage  Breakdown  of  the  Sales  Dollar 
by  Company  Classifications,  1904 

Item 

Meat  Packing  Companies 

Meat  Processing  Companies 

National 

Regional 

Local 

Total 

Tolnl  Sales 

tOO.OOVt 

lOO.OOVt 

100.00'/* 

lOO.OOVt 

inn  nn«.4 

Cost  of  Liveslock  and 

Raw  Maleilals 

79  09 

79  66 

76  23 

79  14 

60  25 

Gross  Margin 

' 20.91 

20.34 

23.77 

20.86 

3^75 

Operaling  Expenres 

Wages  and  Salaries 

6 89 

6 90 

8.96 

6 94 

12  03 

Employee  BeneMs' 

Relirernenl  Expense 

.23 

.26 

.33 

.24 

37 

Payfoll  Taxes 

.55 

.59 

.74 

.56 

1 05 

Insurance  S 1 lospilalization  

.76 

.72 

.76 

.75 

1 20 

Vacation,  Holiday  & Sick  Leave  , . 

.37 

.40 

.30 

.37 

80 

All  Olher  

.13 

.08 

.06 

.12 

.19 

Total  Benelils 

2.04 

2.06 

2.18 

2.05 

3 62 

Inlerest  

.35 

.24 

.42 

.33 

62 

Depreciation 

.73 

.69 

1.03 

.73 

1 57 

Renis 

.36 

.25 

.32 

.34 

.63 

Taxes" 

.13 

.13 

.17 

.13 

25 

Supplies  & Containers  

3.40 

2 69 

3 43 

3 26 

5 70 

All  Ollier  Expenses 

5 89 

5.33 

5.07 

5.76 

9.93 

Total  Operating  Expenses 

19.79 

18.29 

21.57 

19.54 

34.34 

Income  Belore  Taxes 

1.12 

2.05 

2.21 

1.32 

5 41 

Income  Taxes 

.45 

.88 

.90 

.54 

2 45 

Net  Income  

.67 

1.17 

1.31 

.78 

2.96 

Note  that  the  meat  packing  companies  which  report  to  the  AMI  may 
slaughter  cattle,  hogs,  lamb,  or  any  combination  of  the  three. 


It  is  clear  from  the  above  table  that  meatpacking  is  a 
low  profit  margin  as  a percentage  of  sales  industry. 
Interestingly,  the  reporting  local  packers  have  a higher 
ratio  of  net  income  to  total  sales  than  do  the  large 
national  and  regional  packers.  One  reason  for  this  may  be 
the  lower  cost  of  livestock  to  the  small  local  companies. 
However,  this  is  partially  offset  by  the  higher 
slaughtering  costs  of  the  smaller  firms.  The  operating 
expenses  of  the  local  firms  are  21.57%  of  the  sales  dollar, 
while  operating  expenses  for  the  larger  regional  packers 
average  to  only  18.29%  of  total  sales.  This  difference  in 
slauglitering  costs  will  be  explored  further  when  we  discuss 
the  Cothern,  Peard  and  Weeks  study. 


Peard 
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The  largest  single  operating  expense  for  meat  packing 
companies  is  wages  and  salaries.  As  one  would  expect,  the 
data  reveals  that  this  item  is  more  important  for  the  local 
companies  than  the  larger,  highly  capitalized 
slaughterhouses.  Total  industry  labor  costs  declined  for 
the  third  year  in  a row  in  1984,  primarily  due  to  packers 
utilizing  labor-saving  technologies. 

The  following  table,  taken  from  the  AMI  report, 
summarizes  employment  and  earnings  in  meat  packing,  meat 
processing,  and  all  manufacturing  for  the  years  1983-84. 


Employmenc  and  Earnings,  1983-8^ 


Item 

MpM  Packing 
Total  Employees 

Pioduclion  Workers , , 

Avg,  Weekly  Earnings 

Avg,  Weekly  Hours 

Avg  Hourly  Earnings 

Meat  Processing 
Tolal  Employees 
Production  Workers 

Avg  Weekly  Earnings 

Avg,  Weekly  Hours 

Avg.  Hourly  Earnings 

All  Manufacturing 

Tolal  Employees  

Production  Workers ......... 

Avg  Weekly  Earnings 

Avg.  Weekly  Hours ’ 

Avg  Hourly  Earnings 


Unit 

1983 

1984 

Tlious. 

1-13  4 

146.7 

Thous. 

1 16.7 

121,1 

Dollars 

$354  35 

$334  15 

Hours 

41.3 

*10  9 

Dollars 

$8.58 

$8.17 

Thous. 

72  4 

72,7 

Thous. 

53  8 

53  7 

Dollars 

$362.80 

$353  62 

Hours 

40  0 

39  0 

Dollars 

$9.07 

$0.89 

Thoirs. 

18,434  0 

19.412  0 

Thous, 

12,530.0 

13,310.0 

Dollars 

$354  08 

$373  63 

Hours 

40.1 

40  7 

Dollars 

$8.03 

$9.18 

l£HI£e:  American  Meat  Institute 


Wages  in  „eat  peOcing  and  processing  depend  on  several 
)rey  variables  including  plant  location,  type  of  company, 
Site  of  establishment,  and  whether  or  not  the  workers  are 
unionised.  The  following  data,  taken  from  a 1984  u.s. 
Department  of  Labor  survey,  summarize  the  effects  of  the 
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aforementioned  variables.  Overtime  pay  is  not  included  in 
the  data.  Further  the  average  hourly  earnings  do  not 
precisely  correspond  to  those  found  in  the  preceding  table 
due  to  survey  and  sample  differences. 


Average  Stra ight“TIme  Earnings  and  Percentage 
Distribution  of  Production  Workers  in  the 
Meat  Packing  and  Processing  Industries,  June  198^) 


meat  PACKING— average  HOURLY  EARNINGS’ 


Region' 

Percent  ol 
Production 
Workers 

All 

Eslahllslt- 

menis 

Type  ot  Company 
Multi-  Single 
plant  Plant 

Size  ol  Establishment 
50-499  500  + 

Workers  Workers 

Labor  Contract 
Majority  Not 

Covered  Covered’ 

Mid  West  

Great  Lakes 

Southeast 

SoulhwpRi 

Mountain 

45<Vb 

15 

9 

6 

$e  <11 
8 31 
6 22 
6 69 
6 97 
6 77 
8 60 
7.87 

$8  56 
8 52 

6 75 

7 53 

7 06 
6 85 

8 <13 
N.A. 

$7.41 
7 87 

5 75 
4 91 

6 76 
6 41 
9 21 
7.85 

$7.49 
7 90 

6 27 

5 22 

7 53 

6 79 

8 52 
7.31 

$0  70 
8 50 

6 17 

7 54 
6 46 
6 76 
N A. 
N.A. 

$8  9t 
8 71 

6 54 

7 47 
N A. 
6 05 
8.70 
7.31 

$7.11 
7 20 
5 62 
5.11 

Border  Stales 

Pacilic  . . 

Mid  Allanlic  . . . 

6 

2 

6 63 

6 25 

7 29 
N.A. 

United  Slates 

7.80 

8.14 

6.83 

7.16 

0.14 

8.26 

6.67 

Region' 


Great  Lakes 
Mid  West  . . . 
Southwest  . , 
Mid  Allanlic  . 
Soulheasi . , . 

Pacilic  

New  Enoland 
Border  Stales 
Mountain  . . . 

United  Stales 


MEAT  PROCESSING-AVERAGE  HOURLY  EARNINGS’ 


Percent  ol 

All 

TVpe  ol  Company 

Size  ol  Establishment 

Labor  Contract 

Production 

Establish- 

Multi- 

Single 

20-99 

100  + 

Majority 

Not 

Workers 

ments 

plant 

Plant 

Workers 

Workers 

Covered 

Covered’ 

28% 

$8  76 

$9  53 

$7  59 

$6  01 

$9  24 

$9  27 

$6  39 

1 6 

7.15 

7 9t 

6 42 

6 33 

7 28 

8 58 

6 10 

14 

6.48 

7.21 

5 70 

5 52 

6 71 

8 58 

5 61 

13 

8 13 

7.17 

8 41 

7.40 

8 46 

9 20 

6.07 

10 

5 70 

6 14 

5 23 

4 95 

6 10 

7 02 

5.10 

7 

9 03 

9 50 

8 60 

9 17 

0 97 

9 60 

7 64 

5 

7.73 

5.97 

8 23 

6.49 

8 31 

8 44 

6 62 

4 

6.14 

6 32 

5 98 

6 12 

6 16 

6 53 

5 29 

3 

6.80 

6.91 

6.04 

6 23 

7.24 

7.54 

6.35 

100 

7.61 

8.12 

7.14 

6.44 

7.96 

8 04 

5.94 

IVe.r— M.  KS  MN.  W.  NO,  SD.  Grpal  Intes— IL.  IN,  Ml,  MN,  OH.  Wl.  Snulhwesl—An.  LA,  OK.  TX.  Soulltp^il—AL,  FL.  GA.  MS.  NC.  SC.  TN,  Mnunlpin—AZ, 
CO.  10.  MT,  NM,  ur.  vvy.  Pf^cific—CA.  NV.  OH.  WA;  kfid  Atlantic^NJ,  NY.  PA,  New  England^CT,  ME.  MA.  NH.  HI.  VT,  Border  Slales^DE  DC  KY  MO  VA  WV 

’Nona  or  only  a mtryonty  of  workers  Covered  by  fabOf  contract.  

^Etchfdes  overtime 
N A -^Not  Aveilabie 


Source:  Reproduced  from  the  American  Meat  Institute  Annual  Financial 

Review  of  the  Meat  Packing  Industry,  I98A. 
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The  huericee  Meat  InatUute  review  of  the  meat  paohin, 

iah.etry  also  summarizes  wages  by  ocoupatron.  Following  i, 

the  portion  of  the  AMI  wage  summary  that  rs  relevant  to 
beef  packing. 


J 


verage  Straight-Time  Earnings  in  Selected 
Occupations  in  the  Meat  Packing  Industry, 
by  Company  Type,  June  1 ^8/^ 


■ 

Occupation 

Bc_pl  Dressing  (sl.nugliler): 
Backef  s 

US. 

Average 

Mulllplant 

Companies 

$8  28 
8 2-1 
8 27 

Slnglo-plnnt 

Companies 

Compnnle«5  With 
50-'199  Employees 

Companies  Wilh 
500  -f  Employees 

B'lSkois  or  Hank  skinners 

$6  27 

$5  65 

Eviscor.alprs 

6 86 

7 43 

Hiflp  piillers,  mncfiln© 

6 63 

7.00 

0 42 

Hunipofs 

7 67 
7 95 
7 61 

6 -10 

6 71 

Shnrkiffs 

6 82 

7 05 

SpMiers.  back 

6 'll 

6 72 

7 68 

Slickers 

8, 3-1 
7 52 
7.53 

7 71 

6 70 

6 99 

Stunnof«; 

6 >15 

6 62 

7 91 
7.82 

7 46 
8.18 

— (.^jccpt  boxed  beef); 
Doners,  boel 
Bleak  up  workers 

6,26 
7 69 

6,51 
7 90 

Beef  Culling  (boxed  beeO: 
Baggers 

0 1 il 

7 88 
0 12 
0 38 
7 63 
7 A7 

9 23 

6.48 

6 52 

Boners,  boxed  tiee( 

5 53 

5 62 

7 90 
7.93 

8 12 

7 57  'hj 

7.50  1 

1 

Saw  opetalnrs.  hoxerl  beef 
Tiimmors,  boxed  heel 
Vacuum  packing  machine  operalors 
Ollier  workers: 

Mainlenance  worters.  gen  uliMy 

8 17 

7 d1 
7.19 

7,4  1 
7.49 
6 40 
6 40 

8 17 
8 43 
6 53 
6 20 

Cle.nners,  night  ' 

7 19 

7 90 

9 4 1 

Luggers  , . 

0 39 

7 73 

8 67 
7.76 
9.01 

6 28 

6 00 

8 49 

Power  truck  operalors 

6 10 

6 75 

7 72 

Shrpping  packer 

7 25 

7 38 

8 68 

Truckdttvers 

5 95 

6 52 

7 69 
8.87 



7 63 

7.79 

Source:  American  Meat  Institute 


As  mentioned  above,  beef  packing  is  a low  profit 
TArgin  industry.  The  earnings  to  sales  ratio  is  quite  low 
for  all  classes  of  packers.  other  relevant  ratios  are  the 
earnings  to  assets  and  earnings  to  net  worth  ratios,  which 
are  summarized  on  the  following  page  for  48  reporting  meat 
processors  and  the  various  classes  of  packing  companies. 
It  IS  worth  noting  that  the  earnings  to  assets  and  earnings 
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to  net  wortn  ratios  of  large  pacl;ers  improved  in  1984, 
while  the  smaller  packer's  ratios  were  less  in  1984  than  in 
the  previous  year. 


Earnings  Ratios,  1 983-8'4 


Company  Classificatfons 

Meat  Packing 
1 <1  fi.nhon.nl  PnrUpr^ 

37  Flpa'f'nnl  rnckois 

“•9  Locnl 

FOO  Company  Averago 

Meal  Tfocesaing 
48  Meal  Processing  Co  s 


Earnings  |g 
Sales 

1983  1984 

Earnings  lo 
Assels 

1983  1984 

Earnings  lo 

Net  Worth 
1983  1934 

5G'’/o 
1 17 
1.48 
,70 

.67% 
117 
1 32 
.78 

Percent 

3 20%  3 99% 

0 09  818 

0 64  6 88 

4 10  474 

6 93% 

14  61 
14  09 
8 57 

8 05% 
15  00 
12  13 
9.30 

2,65% 

2.97% 

Percent 

7.17%  8 40% 

10  49% 

12.01% 

Source : American  Meat  Institute 


The  asset  structure  of  small  packers  is  somewhat 
different  than  that  of  the  larger  national  and  regional 
firms.  In  particular,  current  assets  comprise  a larger 
portion  Of  total  assets  for  smaller  companies.  lUso,  over 
50%  of  the  current  assets  of  national  and  regional  firms 
are  receivables,  while  receivables  account  for  only  36%  of 
the  smaller  companies'  current  assets.  The  current  ratio 
(ratio  of  current  assets  to  current  liabluties)  tends  to 
be  somewhat  greater  for  local  packers  than  for  national 
companies.  In  1934,  the  local  packers  reporting  to  the  AHI 
had  an  average  current  ratio  of  3.03,  while  the  14 
reporting  national  packers'  current  ratio  was  only  1.83. 

The  AMI  data  on  current  assets  and  current  liabUities  are 
'•Horoiluced  on  the  following  page. 
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Percnntnge  Breakdown  of  Current  Assets,  198^ 


— MaaI  PArVInq  CotT^pnnlAs 

M»*At  PrnrAA^tng 

llpm 

Msdonal 

Regional 

Local 

ToIaI 

Companies 

No  o(  Cntnpnninn  ... 

M 

36 

49 

99 

-18 

Inv*'nln»y 

•10  P'o 

9 Vo 

P'1  0% 

38  re'o 

4 2 nvo 

rir»rotvnbl«S  

52  t 

50  •! 

35  5 

51  2 

-10  5 



7 fl 

7 

40  5 

10  2 

17  5 

Tolnl  CuriBnl  As^oU 

, , . too  0 

too  0 

too  0 

100.0 

100  0 

CunfMl  AS  ^0  ol  Tolnl  As«;ois 

"17  3 

53  8 

61  2 

49  7 

43  0 

Ratio  of  Current  Assets  to 
Current  Liabilities,  1983”84 


Ratio  of  Liabilities  to 
Net  Wortlt,  1983“84 


Company  ClASsIflcallons 

1903 

1904 

Mrni  PncVlnq 

rintlos 

1 4 f inlinnn!  I'nrlmia  

1 68 

1 83 

3G  Pf’O'On.Tl  ... 

1 82 

1 78 

49  Lof rtt  PArWofA 

2 70 

3 03 

90  CompAny  AvorAQO  . 

1 72 

1 05 

RaIIo  Oioups 

Mo. 

of  CompnniPA 

L<''5s  ihnn  2 

-12 

40 

2 In  3 

19 

1 7 

3 lo  -1 

9 

10 

4 In  fi  , ... 

8 

5 

Ovrr  5 ... 

17 

20 

ToMl  Pnrkois  

95  . 

98 

MnnI  Ptorassinq 

Rnllos 

40  MpaI  PfOCPSSinq  Co’s 

2 05 

2 01 

Rntln  Groups 

Mo. 

of  Companies 

Lp'is  llinn  2 

21 

21 

2 In  3 

10 

12 

3 In  4 

5 

5 

4 In  9 

3 

•1 

Ovn  5 ... 

7 

n 

InlAl  Piorossors  

~^8* 

’-la' 

Company  Classifications 

1903 

igS'l  1 

Curreni  LInbllllles  to  Met  Worth 

Men!  Packing 

1 4 NalionnI  Parkers 

....  60 

52 

30  nrqlonal  Parkers 

...  r.i) 

07 

40  Loral  Parkers  

36 

36 

90  Company  Average  

GO 

.53 

Men!  Processing 

48  Men!  Piocessing  Co's 

30 

.33 

Tolnl  Liabilities  lo  Mel  Worth 

Men!  Parking 

1 4 Nallonal  Parkers  

....  117 

1 02 

3T>  neqlonal  Parkers 

81 

n-i 

40  Loral  Parkers 

.72 

.77 

90  Company  Average  

...  1 09 

98 

Men!  Proressing 

40  Men!  Processing  Co’s 

•16 

53 

Source:  American  Meat  Institute 
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structure  of 


Further  insight  into  the  financial 
al.u.hterho.ses  and  prooesaora  can  be  obtained  by 
examination  of  the  ratio  of  net  worth  to  total  aaaets. 
Liabiiitiea  are  uaed  to  finance  a larger  percentage  of 
asseta  in  the  large  packing  planta,  while  amaller  firms 
tend  to  have  a higher  ratio  of  net  worth  to  total  assets. 

nata  from  the  packers  and  meat  processors  included  in  the 
AMI  review  are  as  follows: 


Net  Worth  as  Percent  of 
Total  Assets,  1983-8I< 


Company  Claasltlcailona 

1983 

1984 

Mpal  Packing 
14  Nalional  Packors 

Percent 

49  5% 
54  4 
56  5 
50.5 

3G  npoional  Packera 
49  Local  Packers 

55  3 

99  Company  Averaoe 

47.9 

Percentage  Groups 
Less  than  40% 

No.  of  Companies 

40  lo  50'’b  

37 

50  lo  60%  

14 

60  lo  70%  

13 

70  lo  eOTo  

8 

00  lo  go^'o  

1 1 

Over  go^'o  

9 

Total  Packers 

7 

95 

99 

Meal  Processing 
48  Meal  Processina  Cos 

Percent 

68.4% 

65,6% 

Peicenlaqe  Groups 
Less  than  40% 

No.  of  Companies 

40  lo  50%  

IZ 

50  lo  60%  

5 

60  lo  70"'o  

5 

70  lo  eO’.'o  

10 

80  lo  90%  

7 

Over  90%  

8 

Total  Processors 

1 

48 

— 

Sourc^:  American  Meat  Institute 


As  has  already  been  mentioned,  slaughtering  costs,  as 
reported  to  the  AMI,  make  up  a smaller  percentage  of  the 
total  sales  dollar  for  the  larger  national  and  regional 
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firms  t1ian  for  the  small  local  packer.  This  is  evL,!e-:se  o'" 
economies  of  scale  in  beef  packing. 

The  most  comprehensive  report  on  the  effects 
size  on  per-head  s laugli  t e r i ng  costs  is  Cothern,  Peard  and 
Weeks  (1976)  in  their  study  on  beef  packing  in  northern 
California.  Although  the  publication  is  somewhat  dated,  it 
still  provides  valuable  information  with  regard  to  the 
extent  of  economies  of  scale  in  beef  packing.  Tlie  study 
was  designed  to  determine  the  average  costs  of  beef  packing 
in  northern  California,  and  therefore  the  numbers  reported 
should  not  be  interpreted  as  estimates  of  the  cost  of 
slaughtering  beef  today  in  Montana. 

While  the  initial  Cothern,  Peard  and  Weeks  study 
assuraes  packing  plants  operate  at  full  capacity,  Faminow 
(1963)  extended  the  analysis  to  include  data  for  plants 
operating  somewhat  below  capacity.  More  recently,  Barney 
(1985)  updated  the  Faminow  data  with  a price  index  to 
accommodate  cost  increases  attributable  to  inflation,  but 
no  attempt  was  made  to  rework  the  study  to  take  into 
account  recent  changes  in  technology  or  relative  input 
prices.  Tlierefore,  the  following  data  are  only  to  provide 
the  reader  with  an  idea  of  the  extent  of  economies  of  scale 
in  beef  packing,  and  not  to  suggest  that  the  actual  per- 
head  slaughtering  costs  in  any  particular  plant  (such  as 
Midland  or  YBP)  will  be  equal  to  the  numbers  shown.  The 
results  of  the  studies  are  as  follows.  The  lower  per-unit 
costs  associated  with  larger  plants  illustrate  the 
pervasive  economies  of  scale  in  beef  packing. 
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Estimated  Average  Costs  of  Cattle 
Slaughtering  for  Various  Plant  Sizes 


Plant 
Capac i ty 
Ut 1 1 i zed 

112,500  Head/Year 
Output  Avg.Cost 

206j250  Head/Year 

562,500  Head/Year 

Output 

Avg . Cost 

Output 

Avg. Cost 

S0% 

56,250 

$51.86 

103,125 

$1414.140 

281  ,250 

$37.29 

(>0% 

67,500 

^9.97 

123.750 

I42.72 

337,500 

35.82 

70% 

78,750 

148.63 

375 

I4I  .52 

393,750 

3I4.76 

80% 

90,000 

l<7.60 

165,000 

I4O.63 

1450,000 

33.98 

30% 

101 ,250 

I46.82 

185,625 

39.93 

506,250 

33.36 

\00% 

112,500 

146.18 

206,250 

39.37 

562,500 

32.87 

Source : 


Barney,  Lloyd  D. 
What's  the  Beef?" 


"Montana  and  International  Meat  Markets: 
Montana  Business  Quarterly.  Winter  I985. 


As  mentioned,  this  chart  on  cattle  slaughtering  costs 
does  not  i n c 1 u d e • a d j u s t m e n t s for  technological 
improvements.  From  examination  of  financial  statements 
from  large  packers  (500.000+  animal  kill),  it  appears  that 
the  per  head  slaughter  cost  in  some  cases  is  as  low  as  $24- 
$25  per  head  for  facilities  operating  at  maximum  capacity. 

From  the  above  data  it  is  clear  that  to  be  competitive 
a slaughterhouse  should  attempt  to  operate  at  or  near  its 
capacity.  This  points  out  the  importance  of  a stable 
supply  of  cattle  in  order  to  consistently  achieve  the 
lowest  possible  average  cost  of  production.  Large  seasonal 
fluctuations  in  the  availability  of  cattle  could  prove  to 
be  quite  costly  to  the  packer,  who  would  be  forced  to 
either  operate  below  capacity  or  to  pay  transportation 
costs  to  bring  in  cattle  from  other  states. 
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SUMMARY 


It  is  difficult  to  obtain  data  from  meatpacking 
companies  in  the  YBP  and  Midland  comparable  size 
facilities.  However,  the  American  Meat  Institute  conducts 
a annual  summary  of  the  meatpacking  and  meat  processors 
industries  tnrough  a survey.  The  1984  survey  is  summarized 
in  this  chapter  and  tlie  results  have  been  reported 
throughout  this  study.  A summary  of  the  report  appears 
below: 


meatpacking  is  a very  low  profit  margin  industry  as  a 
sales  with  national  packers  having  a 
.67%  return  regional  packers  a 1.17%,  and  local 
packers  a 1.31%  return; 

the  largest  single  operating  expense  for  meatpacking 
IS  w’ages  and  salaries  which  has  declined  for  the  third 
year  in  a row  through  1984; 

the  average  earnings  to'  net  worth  ratio  for  the 
ineatpackers  industry  is  9.38%  while  the  average 
earnings  to  net  worth  ratio  for  the  meat  processing 
industry  is  12.81%,  meaning  the  meat  processing 
ill  participates  in  the  higher  profit  margins 

from  the  retail  consumers  of  red  meat; 

the  average  meatpacker  has  a debt  to  equity  ratio  of 
approximately  one  to  one. 


In  comparing  the  costs  of  slaughtering  between 
'lifferant  sizes  of  meatpacking  facilities  it  is  quite 
apparent  that  the  larger  plants  (500,000  plus  annual 
slaughter)  are  the  most  cost  effective.  A summary  of  the 
effects  of  the  economies  of  scale  in  cattle  slaughtering 
shows  the  following  estimated  average  costs  of  slaughter 
per  head  for  various  plant  sizes; 
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AVERAGE  SLAUGHTER  COSTS  PER  HEAD 


Plant  Capacity  112,500 

Utilized  Head/Year 


206, 250 
Head/Year 


562, 500 
Head/Year 


50% 

100% 


$51.86  $44.40  $37.29 

$46.18  $39.27  $32.87 


Basically  this  shows  that  a facility  such  as  Midland, 
operating  at  100%,  would  still  have  a 40%  higher  per  head 
slaughter  cost  than  the  largest  packing  plant  in  the  table. 
It  is  important  to  remember  that  for  various  reasons 
described  in  this  study,  the  Midland  plant  could  not 
operate  at  capacity,  and  there  are  facilities  much  larger 
than  562,500  annual  slaughter.  This  cost  difference  could 
potentially  be  much  higher,  certainly  high  enough  to  allow 
large  out-of-state  meatpackers  to  pay  freight  in  and  out  of 
Montana  and  still  enjoy  a cost  advantage. 
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CHAPTER  12 


ECONOMIC  AND  SOCIAL  IMPACT  OF  A 
SLAUGHTCRHOiJSE  ON  LOCAL  AGRICULTURE 
RELATED  INDUSTRIES 

An  operational  slaughterhouse  will  obviously  have  a 
positive  impact  on  the  economy  in  Billings  and  surrounding 
communities.  Some  of  the  benefits  to  the  local  economy  are 
direct  and  readily  identifiable.  For  instance,  the 
Billings  Rendering  Company  closed  on  April  1,  1986.  In  the 
past  this  company  has  processed  the  bones  and  offal  from 
the  Yellowstone  Beef  Processors  plant  near  Laurel.  T)ie 
plant  ceased  operation  due  to  the  lack  of  a stable  supply 
of  ren.lering  materials  and  the  soft  market  for  the  plant's 
output.  The  plant  will  continue  to  act  as  a collection 
point  for  bones  and  scraps  from  local  custom  slaughtering 
operations.  However,  Mr.  Frank  McMahan,  plant  manager,  has 
stated  that  if  Yellowstone  Beef  Processors  were  to  reopen, 
it  would  be  extremely  likely  that  the  Billings  Rendering 
Company  would  resume  processing. 

Other  agriculture  related  industries  which  might 
benefit,  albeit  indirectly,  from  the  reopening  of  a local 
packer  include  the  feedlots,  ranchers,  and  possibly  even 
farmers  engaged  in  the  production  of  feed.  The  markets  for 
cull  cows  and  fat  cattle  are  quite  coinpe  1 1 1 i ve  and,  as  a 
consequence,  the  opening  of  any  individual  slaughter 
facility  will  not  have  a dramatic  impact  on  the  live  weight 
price  of  cattle.  If  Midland  or  Yellowstone  Beef  Processors 
were  to  reopen,  ranchers  should  not  expect  a dramatic  hike 
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in  Uve  beef  prices.  However,  minor  benefit  could  accrue 
fe.d.rs  and  ranchers,  primarily  because  the  costs 
of  transporting  live  beef  from  Montana  to  an  out-of-state 
buyer  could  be  avoided. 

There  are  still  many  skilled  workers  in  Yellowstone 
County  that  are  either  unemployed  or  underemployed  as  a 
result  of  the  recent  packing  plant  closures  in  Billings. 
From  conversations  with  the  local  union  representing  the 
meatpacking  workers,  a stable  base  of  workers  is  available 
for  a plant  reopening.  These  workers  would  directly 
benefit  as  a result  of  the  reopening  of  one  of  the  local 
Slaughterhouse  operations.  Presumably,  when  put  back  to 
work,  these  individuals  would  increase  their  consumption 

spending,  with  benefits  accruing  to  local  retail  outlets 
and  service  industries. 

A recently  completed  study  by  Brester,  Faminow  and 
Benson  (1986)  presented  estimates  of  impact  multipliers 
hich  measure  the  total  change  in  economic  activity  in 
Montana  resulting  from  some  exogenous  event,  such  as  the 
opening  of  a meat  packing  plant.  The  results  of  their 
study  are  both  informative  and  interesting,  but  they  must 
be  Interpreted  with  care.  A crucial  assumption  of  the 
model  used  in  their  study  is  that  there  is  aero  excess 
capacity  in  the  region:  all  factors  of  production  are  fully 
employed.  Hence,  the  multipliers  calculated  by  Brester, 
Faminow  and  Benson  measure  the  MAXIMUM  effect  of  any  given 
exogenous  change.  Actual  effects  are  likely  to  be  somewhat 
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less  than  the  impact  multipliers  reported  in  the  study. 
Still,  it  is  clear  from  their  work  that  meat  packing  is  an 
industry  which  can  have  a significant  impact  on  Montana's 
economy.  To  be  specific,  the  employment  multiplier 
reported  in  the  sfiily  is  7.71,  This  multiplier  means  that 
the  addition  of  one  job  in  the  meat  packing  industry  leads 
to  G.71  jobs  in  other  sectors.  Of  the  494  sectors 
considered  in  their  study,  there  were  only  two  which  had 
larger  employment  multipliers  than  the  meat  packing 
industry.  The  output  multiplier  is  calculated  to  be  2.49; 
an  additional  dollar  s worth  of  output  in  the  meat  packing 
industry  generates  $1.49  in  output  in  other  industries.  As 
with  the  employment  multiplier,  only  two  other  industries 
had  larger  impact  multipliers.  The  reported  income 
multiplier  is  4.15;  an  additional  dollar's  worth  of  income 
in  meat  packing  leads  to  $3.15  income  in  other  sectors. 
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SUMMARY 


As  with  any  industry,  there  are  throwoEfs  to  other 
interacting  industries  in  terms  of  employment  and  revenue. 
Obvious  beneficiaries  of  a slaughterhouse  would  be  cattle 
producers,  trucking/transport  companies,  and  grocery 
employees.  A study  completed  by  faculty  staff  members  at 
Montana  State  University  estimated  that  the  employment 
multiplier  for  meatpacking  would  generate  6 to  7 jobs  in 
related  industry  sectors  for  every  job  at  the  meatpacking 
facility  when  there  is  "zero  excess  capacity"  in  the 
immediate  locale.  Obviously,  the  unemployment  in  the 
Yellowstone  Valley  in  particular  means  that  there  is 
"excess  capacity". 


It  would  be  difficult  to  determine  the  absolute  effect 
on  employment  generated  by  a Montana  meatpacker,  but  it  is 
the  Project  Manager"s  opinion  that  the  factor  would  be 
substantially  less  than  the  7.71  employment  multiplier  in 
the  Brester,  Faminow,  Benson  (1986)  study. 

A reopening  of  a Billings  meatpacker  will  not  provide 
dramatically  higher  live  weight  cattle  prices  to  the 
cow/calf  producer  or  cattle  feeder.  However,  a market  for 
culled  cattle  would  exist  which  would  allow  the  producer  or 
feeder  to  benefit  from  a decline  in  loss  due  to  cattle 
mortality  and  a lower  freight  charge  for  a small  portion  of 
the  culled  cattle. 
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CliAPTER  13 


A "POTENTIAL"  MEATPACKING  PLANT 


Eackground 

Per  the  list  of  services  to  be  performed  for  this 
study  was  the  general  assessment  of  regarding  the  overall 
financial  feasibility  of  locating  and  profitably  operating 
a s laiigliterhouse  facility  in  the  state  of  Montana. 

As  lias  been  constantly  pointed  out,  the  meatpacking 
industry  is  in  the  throes  of  declining  demand  for  the 
industry’s  product  and  consolidation  of  many  industry 
participants  to  a handful  of  large  national  packers.  Some 
of  these  larger  packers  have  facilities  in  the  states 
surrounding  tlontana.  Cliapters  9 and  11  have  described 
these  packers  and  some  industry  averages  in  regards  to 
markets,  slaughter  capacities,  and  financial  performance. 

If  a meatpacking  facility  is  to  survive  financially  in 
Montana  it  must  be  solidly  based  upon  the  following 
f undai  lenta  1 s : 


1)  An  ownership/management  team,  of 
excellent  credentials  must  be  in  place 
to  operate  the  facility. 

2)  \.'hile  a facility  does  not  have  to  be 
"state-of-the-art",  it  should  lie  modern 
enough  to  at  least  operate  a Iv  & D 
departr.ent  with  a labor  efficiency  of 
1.5  to  2 head  per  man  hour. 

3)  Adequate  working  capital  must  be 
insured  to  allow  the  facility  to  take 
advantage  of  those  periods  in  the  year 
when  the  live  weight  prices  of  anir.als 
is  low  and  profit  margins  are  high.. 
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4) 


A constant  availability  of  cattle  is 
maintained  to  allow  the  facility  to 
Operate  at  or  near  designed  capacity 
for  most  of  the  year . 

5)  An  "awareness  program"  is  designed  to 
help  a Montana  meatpacker  market  red 
meat  products  on  an  in-state  basis. 
The  consumer  needs  to  know  that 
regardless  of  potential  differences  in 
retail  price,  there  is  a meat  product 
produced  and  processed  in-state. 

6)  A limited  amount  of  red  meat  sales  from 
fed  cattle  is  desired,  so  the  facility 
must  com.bine  the  efficient  facility 
operation  with  a miarketing  program  to 
assist  both  in-state  and  out-of-state 
consumers  differentiate  tlie  choice  and 
prime  red  meat  cuts  as  unique  to  that 
origin  or  facility.  A fed  cattle 
slaug liter  of  20  to  30  head  per  day  in 
the  first  year  is  expanded  to  50  to  60 
head  per  day  in  the  third  year  of 
projected  operations. 
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OPERATING  PAP-AMETERS  OF  A POTENTIAL  PACKING  FACILITY 

The  reader  of  this  study  should  by  now  understand  that 
the  n;eatpacking  industry  is  prirr.arily  a "supply  driven" 
industry.  A packing  plant  is  always  going  to  be  operated 
on  the  basis  of  live  animal  availability  for  slaughter  and 
more  often  than  not  will  be  a "price  taker"  in  both  the 
cost  of  the  live  animal  and  in  the  revenue  generated  from 
the  processed  animal.  Excluding  "specialty"  red  meat 
markets  and  those  companies  that  manufacture  processed 
meats  wliicli  will  be  defined  as  "processors",  a meat 
"packer"  operating  in  a commodity  operation  only,  can  add 
very  little  "value"  to  the  homogenous  red  meat.  The  meat 
"packer"  is  only  interested  in  maintaining  a profit  margin 
lot ween  the  cost  of  slaughter  and  the  revenue  generated. 
With  the  basic  inability  to  control  the  live  animal  cost 
and  the  red  mieat  markets  the  packer  is  forced  to  grow  more 
cost  efficient  and  frequently  that  means  larger  in 
slaughter  capacity.  This  is  the  basic  reason  for  the 
transition  in  the  meatpacking  industry  mentioned  in  Chapter 
4 at  the  start  of  this  study. 

If  Montana  is  to  have  a meatpacking  plant,  two  simple 
rules  must  be  adhered  to: 


1 ) 

"Remer.^ber 
are",  and 

Wl'.  o 

you 

are  and 

where  you 

3) 

" R e m e m.  b e r 
attem.pt  to 

t o 
run" 

w a 1 k 

before 

you  even 
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At  the  risk  of  being  overly  simplistic,  these  "rules"  will 
define  the  basic  goals  and  operating  parameters  of  the 
facility . 

Annual  Slaughter  Capacity  and  flarkets 

This  section  will  deal  with  the  optimal  size  of  the 
facility.  V.'hen  considering  optimal  size,  both  the  supply 
of  live  animals  and  the  markets  for  the  red  meat  product 
are  considerations.  From  Chapter  7 which  dealt  with  an 
analysis  of  cow/bull  availability  for  slaughter,  a plant 
whicli  is  located  in  Billings  could  maintain  a consistent 
supply  all  year  of  cows/bulls  if  the  slaughter  rate  was 
approximately  225-235  head  per  day  maximum.  Also,  an 
assumption  has  to  be  made  that  a local  consumer  or  local 
HRI  market’  will  absorb  red  meat  from  50  to  60  head  per  day 
of  slaughtered  fed  cattle  in  the  third  year  of  operation. 

If  an  alternative  meatpacking  facility  is  to  be 
considered  other  than  the  two  facilities  in  the  Billings 
area,  a recommendation  would  not  be  made  to  have  such  a 
higli  concentration  on  cow/bull  slaughter  as  a percentage  of 
daily  slaughter.  The  boneless  cow/bull  red  meat  market  is 
just  too  competitive  to  justify  a new  facility  being 
constructed.  Therefore,  if  a facility  outside  of  Billings 
is  considered,  a program  m.ust  be  instituted  to  allow  the 
marketing  of  more  fed  cattle  processing.  This  is  the 
specialty  markets"  which  were  mentioned  previously  in 
chapter  b.  Also,  the  cow/bull  availability  model  was 
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designed  around  the  Yellowstone  Valley  only.  Alternative 
sites  would  be  designed  around  a different  availability 
scenario  depending  upon  geographical  location  and  cow/bull 
inventories . 

A specialty  n.arket  is  a market  where  the  attem.pt  is 
m. ade  to  differentiate  a particular  red  meat  cut  from  the 
homogeneous  nature  of  red  meat.  Chapter  b }ias  noted  that 
basically  "red  meat  is  red  meat"  to  a consumer.  In  rnost 
cases,  various  forms  of  packaging  or  labeling  is  the  only 
manner  by  which  this  differentiation  can  take  place.  For 
example,  if  a particular  cut  of  red  meat  is  to  be  denoted 
as  produced  and  processed  in  Montana,  then  the  package  must 
clearly  demonstrate  that.  T)iis  is  important  for  either  in- 
state or  out-of-state  consumers. 

The  question  may  now  arise.. .."why  does  a 
differentiation  in  red  meat  products  become  of  more  value 
to  a meatpacker  or  meat  processor?"  Cuite  simply,  it  is  to 
allow  that  meatpacker  or  meat  processor  to  charge  a higher 
price  per  pound  of  red  meat  from  the  consumer.  This  is  an 
atterapt  to  move  away  frora  the  "Yellow  Sheet"  and  from  being 
a price  taker.  Remember,  that  on  a purely  commodity 
meatpacking  operation  for  fed  cattle  or  cows/bulls,  the 
facility  operator  is  taking  in  revenue  only  what  the  market 
"will  bear".  On  the  other  hand,  if  the  cost  of  slaughter 
does  not  increase,  but  the  revenue  from  red  meat  sales  does 
increase,  the  profit  margins  correspondingly  increase. 

Tliose  con. panics  which  have  succeeded  in  producing  a 
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neat  product  that  allows  direct  access  to  the  retail  neat 
consuner  narket,  the  neat  "processors",  participate  in 
those  liigher  profit  margins.  Chapter  11  alluded  to  the 
higher  profit  margins  for  neat  processors.  The  following 
table  describes  that  return  as  a percentage  of  sales. 

LAKNII'.GS  AS  A % OF  SALES 


19L3 

1904 

National  Packers 

. 56% 

.67% 

Regional  Packers 

1 .17% 

1 . 17% 

Local  Packers 

1 . 40% 

1 . 32% 

Average 

. 7U% 

.78% 

Meat  Processors 

2 .65% 

2.97% 

SOURCE:  AMI 

Tlie  ami's  description  of  meat  processors  is  probably 
r^ore  defined  than  what  this  study  describes  is  a "specialty 
market".  For  the  purposes  of  this  study,  the  specialty 
market  includes  both  manufactured  n.eat  products  and 
distinct  red  meat  cuts.  The  purpose  of  pursuing  the 
specialty  market  is  to  provide  a greater  demand  for  an  in- 
state meatpacker's  fed  cattle  products.  In  looking  at  a 
potential  meatpacking  plant,  the  assumption  will  be  n,ade 
that  tliese  markets  can  be  accessed  eventually,  and  tlie 
feasibility  of  a meatpacking  facility  will  not  be 
determinant  upon  immediate  access. 

Tlie  Montana  Department  of  Agriculture  has  just 
released  a study  on  the  foreign  market  potential  for 
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Mot',  tan  a beef.  Tb,  is  is  the  first  step  to  identifying  this 
foreign  market  or  "specialty  m.  arket".  The  domestic 
"specialty  i;;arkets"  can  only  be  identified  by  direct  sales 
efforts  to  potential  consumers. ..the  "Deef  in  the 
briefcase"  ty^  e of  sales  effort. 

Keturninc  to  optir.i  al  size  requiren.ents  for  a 
meatpacking  facility,  the  follov/ing  parameters  need  to  be 
identified : 


Cne  carload  (true):  load)  of  boneless 
l;eef  products  is  40,dOC  pounds. 

It  takes  an  average  of  12b  to  125 
c o w s / 1 u 1 1 5 to  n I a );  c a c a r 1 o a t:  of 
boneless  1,'eef. 

21  to  3b  head  of  fed  cattle  can  be 
processed  for  the  local  consumer 
market  initially. 

A future  "specialty  market"  outside  tlie 
local  m, arket  is  unknown  presently  but 
m.ay  allow  for  an, additional  3b  head  per 
day  of  fed  cattle  processing. 


The  optiii.al  capacity  for  slaughter  should  initially 
allow  for  a carload  of  boneless  beef  to  be  put  together  for 
shipping  on  every  other  day.  This  means  an  initial 
slaughter  rate  of  60-65  cows/bulls  would  allow  this  every 
other  day  freight.  Tlie  local  consumer  market  will  take  a 
period  of  time  (90  to  150  days)  to  develop  to  a 20  head  per 
day  of  fed  cattle  processing.  This  means  an  initial 
slaughter  rate  of  10-15  fed  cattle.  If  a 7 1/2  to  8 liour 
work  day  for  K & b operations  is  assumed,  this  m.eans  an 
initial  slaughter  speed  of  10  head  per  hour  the  first  day 
of  operation.  Cnee  labor  is  familiar  with  the  operation 
thie  speed  should  be  increased  to  14  tc  16  head  per  licur. 
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Ibo  oventuol  first  year  cjorl  would  be  a carload  of  boneless 
beef  shipped  every  day  whic}i  would  be  12b  to  125  head  of 
cov.'s/buUs  sluuchtered  daily.  Also,  the  local  consumer 
rarket  and  the  sf ecialty  markets  will  ellow  3b  head  of  fed 
cattle  daily  slaughter  in  the  first  year  increasing  to  6b 
liead  by  the  thiru  year  of  operation. 

The  maximui.  capacity  of  this  facility  v.-ould  be  in  the 
72,LUb  to  75,00b  head  of  annual  slaughter  range.  Current 
construction  techniques  would  allow  for  a modular  or 
expandable  facility  as  the  need  arose  if  a new  plant  was 
constructed . 

.n  slaughter  capacity  is  built  arounc]  two  areas.  The 
killing  and  dressing  room(s)  coupled  with  the 
boni ng/box iny/ shipping  roon(s)  would  be  considered  as 
one  determinant  of  capacity.  The  second  determinant  would 
be  the  amount  of  cooler  space  for  carcasses  and  freezer 
space  for  boxed  red  meat  inventory.  The  latter  determinant 
can  be  modified  much  easier  tlian  the  former.  It  is 
imi'ortant  to  build  t}'.e  KkU  department  and  the  bone/box/ sliip 
departii.ent  to  the  maximum  capacity  desired  on  an  initial 
basis.  As  more  cooler  or  freezer  space  is  desired,  they 
can  be  constructed  to  handle  a larger  daily  slaughter. 

Type  of  facility  and  location 

Tlie  facility  would  be  a cow/bull  and  fed  cattle  I'ix  of 
about  3 to  1 in  favor  of  cow/bull  slaughter  cattle.  The 
location  of  the  plant  would  depend  upon  many  factors.  For 
simj  licity,  this  study  will  assume  the  labor 
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and  business 


cl  II.  ate  IK  the  san.c  in  all  y c o y r a.  [;  h i c a 1 sections  of 
i.oi.tana.  ']  lie  tv.'o  variaLlr-s  which  v.-culd  he  a cieteri  irant 
for  location  woulri  be  suffly  cf  available  cattle  anc  access 
to  t r a n s [-0  r t a t 1 o n for  Ijoth  live  cattle  anh  red  i,  eat 
I'Todncts.  Chatter  7 listed  the  auction  r.arkets  in  f'entana. 
A limited  led  cattle  slaughter  would  require  a fecdlot 
■vithin  Vb-lbt  miles  maxirui;,  of  the  facility.  Also,  one 
other  scurce  of  jnfori  ation  on  availauility  would  be'  the 
highest  inventor'j.’  of  all  cattle  and  calves  on  a courty  by 
county  basis.  I be  following  table  lists  tb. e relative 
rankings  of  i.ontana  counties  as  to  tlie  U'  highest  totals  of 
cattle/ ca 1 ves . 


mLL  CAvTTLL/CALVbS , JAt.'UAHY  1,  1984 
I'.Al.iaNG  OF  COUNTIES  IN  MONTANA 


Hank 


1 

2 

3 

4 

5 
b 

7 

8 
9 

iU 


Cou  nt> 

Nun  1)0  r 

Pea  ver  heat! 

lu5, 20b 

Dig  Horn 

13b, 2bb 

i'ergus 

133, 20b 

Madison 

125, 500 

Yel lowstone 

1 2b, 00b 

Custer 

95, bOb 

Cascade 

95, 70b 

Phi  1 1 i{)S 

93, 80b 

D la ine 

90, 7bb 

Gallatin 

90, 300 

SOURCL;  MON'i/VNA  CHOP  & LIVESTOCK  REPORTING  SERVICE 

A meatf  acV.ing  facility  in  Montana  would  likely  have  to 
be  operated  primarily  or  closely  near  the  Interstate 
highway  System  with  a proximity  to  an  inter-state  railroad 
carrier  as  a sfcondary  consideration.  This  would  limit  the 
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potential  various  locations  in  tiontana  to  the  larger 
metropolitan  areas. 

Management  and  Capital  Neec’s 

As  has  been  stated  previously,  from  a start-up 
situation,  n.ar.agement  with  n(j  facility  is  preferable  to  a 
facility  vitli  no  manayeru-nt.  A quality  management  team 
will  be  able  to  make  such  decisions  as  locations,  markets, 
labor  needs,  etc.  prior  to  a facility  being  constructed.  A 
facility  in  tlie  range  of  72,000  to  75,000  head  annual 
slaughter  will  require  no  more  than  two  quality 
ma nager s.  ..one  for  plant  operation  and  one  for  financial 
and  marketing  controls.  Coupled  with  these  in-house 
managers  would  be  a team  of  financial,  legal,  banking,  and 
labor  talent.  This  talent  can  be  retained  on  an  "as- 
neetied"  basis. 

From  various  sources,  including  several  individuals  in 
Montana  who  have  begun  to  examine  an  investment  in  a 
meatpacking  facility,  it  appears  that  a minimum  investment 
for  a complete  new  facility  creation  would  be  approximately 
>l,/50,000  to  $2,000,000  for  a 300  head  per  day  capacity 
plant,  excluding  expanded  cooler/ freezer  capacity  beyond 
200  head  per  day  slaugliter.  This  would  not  include  the 
working  capital  for  overhead  or  cattle  purchases  which 
could  vary  from  $700,000  to  $1,500,000  on  an  ongoing  need 
basis.  This  would  also  not  include  an  inedible  rendering 
system  winch  would  cost  between  $300,000  and  $500,000. 
Inedible  rendering  would  onl;>  become  cost  efficient  as  the 
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sl^ucjhter  rate  exceeded  2CO-225  liead  per  day.  A projected 
daily  slaughter  for  year  2 and  3 (Appendixes  All,  A 12) 
would  require  a rendering  systerr.  Tliis  corrjlete  new 
facility  would  include  the  land,  builoings,  equipment  and 
water  disposal  syster.  Again,  this  would  not  induce  the 
various  expenses  of  site  evaluation,  filings  with  state  and 
federal  autlioiities  for  permits,  interim  start-up  costs, 
etc  . 

As  mentioiieu  before,  facilities  can  be  constructed  to 
expand  slaughter  capability  whicli  would  allow  further 
invcstr.ent  otdy  when  the  consistent  income  structure  would 
allow  a return  on  that  investment. 


Projected  0{  erations 

Aj  i^endixes  Alb-A15  show  projected  income  stater;,ents 
and  cashflow  statements  for  a potential  packing  plant  for  3 
years.  Ap{>endix  A13,  the  cashflow  statement  for  the  first 
year,  sliows  a capitalization  structure  as  follow-s: 


Investment  in  Property,  Plant  and  Equipment 

Equity  (not  shown)  § 750,000 

Mortgage  Loan  1,000,000 

Total  $1,500,000 

Working  Capital  for  Startup  Operations 


Loan  for  cattle  purchases 
Loan  for  overhean  expense 
Totn  1 


V &5D, 000 
2 0 o , O'  0 


$1/  05 0,  OiOO 
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The  slaughter  rate  and  mix  is  as  follows: 


Daily  Slaughter 


Year 


Cows/Dulls 


■ Fed  Cattle 


1 (Appendix  MO)  120 

2 (Appendix  All ) 150 

3 (Appendix  A12 ) 200 


30 

50 

GO 


Pricing  assumptions  were  as  follows: 


Live  weight  cows/bulls 
Live  weight  fed  cattle 


$55/100  lb. 
$1.05  lb. 
$1.40  lb. 


$33/100  lb. 


Red  meat  (boneless  cow/bull) 
Red  meat  (fed  cattle) 


At  the  risk  of  being  redundant,  t)ie  computer 
projections  are  m.erely  assumptions.  They  represent  a 
potentia 1 outcome  from  operations.  The  first  year  return 
is  probably  optimistic  with  a 1.23%  net  profit  return,  as  a 
percentage  of  sales.  Again,  the  keys  to  success  are  a 
solid,  quality  management  team,  a steady  supply  of 
cows/bulls,  an  aggressive  marketing  program  for  the  fed 
cattle  sales,  a facility  which  uses  modern  slaughter  and 
processing  equipment  and  corresponding  efficient  labor 
costs,  and  positive  market  and  price  factors  which  are 
beyond  the  control  of  the  facility.  These  factors  would 
include  an  aggressive  nationwide  marketing  campaign  by 
producers  and/or  beef  retailers  to  stabilize  the  declining 
per  capita  consumption  of  beef.  An  excellent  management 
team  will  control  those  keys  to  success  and  adapt  to  the 
market  and  prices. 

Potential  investors  in  a Montana  meatpacking  facility 
have,  as  of  this  study,  not  been  specifically  identified. 
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It  lia?  been  noted  that  the  State  of  Montana  has  l^een 
approached  as  being  an  "indirect"  investor  throucli  a 
request  that  tlie  Montana  Economic  Development  Board  ([:edb) 
provide  the  debt  financing  for  one  of  the  Billings' 
facilities.  Tlie  aduiinistrators  of  MLDB  have  expressed  an 
interest  in  a mieatpacking  facility  provided  certain 
assurances  as  to  operations  and  sufficient  appraisals  of 
fixed  assets  can  be  provided.  Tliese  are  reasonable 
expectations  for  both  MKDB  and  potential  meatpacking 
facility  owner s /operator s . 

Given  tlie  competitive  world  of  the  packing  industry, 
it  is  the  Project  f'anager’s  opinion  tliat  identifying 
potential  equity  investors  for  a packing  facility  should 
emphasize  those  individuals  with  a direct  or  indirect 
interest  in  tlic  beef  business.  These  would  include 
cow/calf  producers,  cattle  feeders  and  feed  growers, 
wholesale  and  retail  grocery  operators  by-product 
tenderers,  etc.  Without  getting  into  the  question  of  co- 
operatives, It  appears  that  for  a small  Montana  r.ieatpacker 
to  operate  successfully,  an  integration  of  certain  aspects 
of  supply  and  demand  in  the  beef  business  must  work  in 
tandem,  and  potentially  share  in  bottom  line  profits  and 
losses  from  the  operations.  It  appears  that  the  age  "of 
going  it  alone"  for  small  meatpackers  is  over,  especially 
in  Montana  where  "individualism"  is  both  respected  and  is  a 
hindrance  for  the  beef  industry  from  the  cow/calf  producer 
to  the  r.ieatpacker. 
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SUMMARY 


A ••potential"  neatpackinu  plant  whicli  coula  be 
considered  as  an  alternative  to  either  of  tlie  existing 
facilities  in  the  Yellowstone  Valley  is  a possibility. 
This  potential  plant  would  have  the  following 
characteristics . . . 


i.ianagenient  is  located  and  actively 
involved  in  design  and  construction 
prior  to  operation 

~ location  is  near  the  interstate 
highway  system  with  access  to  a 
railhead  if  possible,  near  a sizable 
cow/bull  population  and  witliin  lOu 
I!  lies  of  a feed  lot 

- startup  cost  is  approximately  $1.75  to 
^2  million  with  an  additional  $50U,kJU0 
needed  for  future  expansion;  working 
capital  initial  need  is  approximately 
$1  million  plus 

slaughter  capacity  approaches  70,0U0 
to  75,000  maximum  on  a yearly  basis 

- along  with  the  slaughter  operation  is 
a differentiated  red  meaat  cut  from 
fed  cattle  slaughter,  associated  with 
the  facility 

Appendixes  /\10-A12  show  three  hypothetical  years  of 
operation  for  t)iis  facility  and  appendixes  A13-A15  show 
three  hypothetical  cash  flow  scenarios.  Because  of  the 
limitations  on  the  YBP  facility,  this  "potential" 
r.ieatpacking  facility  would  allow  the  plant's  investors  to 
take  advantage  of  larger  kill  rates  than  the  YDP  and 
corresponding  higher  profit  margins.  Also,  the  Montana 
cow/calf  producers  would  have  a larger  demand  for  both  cull 
cows/bulls  and  fed  cattle  in  a larger,  new  facility. 
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It  niay  boil  down  to  a question  of  initial  money  needs, 
ie.,  the  VBP  facility  could  frobably  restart  operations  for 
approximately  S350,CBt.  in  nev.  fixed  investmient,  while  this 
new  potential  facility  will  require  approximately  ^1.75 
to  ^2  million  in  startup  fixed  capital  investment. 

Uov,'ever,  the  ability  to  have  an  inedible  rendering 
operation,  and  take  advantage  of  a higher  slaughter  rate 
(and  cor responiJing  higl,er  j^rofit  margins)  and  better  profit 
margins  on  drop  credits  in  a new  facility  is  contrasted 
wit)i  the  limiting  factors  affecting  the  operations  of  YBP 
noted  in  Chapter  0, 

Therefore,  it  is  the  Project  Manager's  opinion  that 
although  the  fixed  capital  needs  are  higher  for  a new 
facility,  this  new  facility  would  provide  better  debt 
service  and  return  on  equity  investment  than  the  YBP 
faci  lity  . 
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CHAPTLR  14 
STUDY  SUMt'ARY 


To  begin  to  understand  the  current  conditions 
prevalent  in  the  r.eatpacking  industry,  a brief  examination 
is  necessary  of  the  past  65  years  in  tlie  industry  in  a 
chronological  basis.  The  dates  are  approximates  only... 


Year 
192U 
1 9 2 u - 3 


196U-70 


1975-bO 


Industry  Conditions 

4 or  5 major  packers  control  the  industry. 

The  Federal  government  steps  in  with 
antitrust  powers  and  meat  inspection  and 
grading  begins. 

The  industry  splinters  into  the  stripped  down 
larger  packers  and  hundreds  of  local  packers 
and  technological  'complacency  grows  with 
captive  local  markets. 

A revolution  in  the  meatpacking  industry 
takes  place  as  evidenced  by  the  grov;th  of 
Io\/a  Beef  Processors. 

hew  packing  plants  improve  slaughter 
efficiency  and  acliieve  lower  labor  costs. 
Also,  new  plants  are  relocated  away  from 
the  large  metropolitan  population  centers 
and  more  near  the  cattle  feeding  operations 
in  Texas  and  the  Midwest. 

Boxed  beef  operations  start  replacing  prior 
practice  of  shipping  carcasses  to  grocer. 
Shelf  life  of  beef  goes  from  7 days  to  3u 
days  meaning  beef  can  now  be  sliipped  to 
distant  markets. 

Consolidation  to  larger,  more  cost  efficient 
meatpackers  in  the  industry  begins. 

Per  capita  red-meat  consumption  liits  highest 
levels  and  due  to  growing  health  concerns  and 
an  increase  in  poultry/fish/dairy  marketing 
efforts,  the  consumption  pattern  for  beef 
decl ines . 


147 


1 9G0-on 


i985-b6 


Per  capita  beef  consumption  declines  20%  fron. 
197G,  while  per  capita  chicken  consumption 
goes  up  35%. 

Ilore  industry  consolidation  with  only  15-16 
r.ajor  beef  packers  selling  nationwide. 

Cow/calf  producers  and  meatpakcers  suffer 
effects  of  20%  + prime  interest  rate  in  19fal- 
Oo  period.  Shake  out  in  beef  industry  begins 
and  continues  to  the  present. 

General  agriculture  capital  market  values 
decline  20-50%. 

Beef  industry  begins  recognition  of  red  meat 
marketing  i^robleins. 


The  meatpacking  industry  today  is  a high  sales  volume 
low  profit  margin  as  a perce-ntage  of  sales  industry,  with 
annual  returns  in  the  .7%  to  1.3%  net  pr of i t / sa le s.  This 
commodity  oriented  business  has  very  little  breathing  room 
for  the  follov.ing  .... 


- Poor  management  decisions  in  regards  to  inventory 
purcliases  and  slaughter  operations 

A high  cost  of  working  capital 

Bargaining  power  witli  major  grocers 

Due  to  a national  red  meat  market  quotation  service 
and  the  power  of  the  large  national  grocers,  the 
meatjjacking  industry  is  a supply  driven  business...  meaning 
prices  are  taken  and  not  given  in  the  packing  industry.  A 
general,  comimodity  type  meatpacker  worries  abou  t two 
things . . . 
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1)  A steady  supply  of  live  animals  at  the  door 
of  the  stunning/dispatcliing  chute,  and 

2)  Keeping  the  live  weight  cost  and  slaughter 
processing  cost  under  the  revenue  from  red 
meat  sales. 

Providing  the  meatpacker  is  successful  at  those  two 
items,  a profit  is  made,  and  for  the  larger  packers  with 
sales  in  the  $500  million  plus  annual  range,  that  profit 
can  be  a significant  return  on  equity. 

T)ie  purpose  of  this  study  was  to  determine  how  flontana 
fits  into  the  meatpacking  industry.  Obviously,  as  the 
major  packers  move  to  larger,  more  cost  efficient  slaughter 
operations,  coupled  with  a decline  in  the  red  meat  market 
over  the  last  lU  years...  there  are  substantial  barriers  to 
entry  for  a large,  new  meatpacker.  If  a start-up  is 
contemplated,  the  current  overcapacity  in  the  industry 
favors  the  start-up  being  a small  meatpacker  with  targeted 
markets  for  its  red  meat  products. 

The  following  is  a sumrr.ary  of  the  Midland,  YDP,  and  an 
alternative  rieatpacking  facility. 

Midland  Food s , Inc . 

The  packing  facility  is  old  (1920  on)  v;ith  various 
renovations  in  the  last  20  years.  If  one  had  to  describe  a 
casualty  of  the  last  20  years  of  competition  in  the 

industry  - this  is  a classic  example 

An  old,  fairly  inefficient  plant 

Declining  markets  for  product  (IBP  took  Duttrey's 
away  from  Midland  in  1982 ) 
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Unstable  supply  of  cows/bulls 


And  now,  in  very  difficult  financial  position 
Assets  of  $800,000  and  liabilities  of 
$3, 000,000 

No  identifiable  rnanageu'.ent  teara 

In  its  current  condition,  it  is  not  £ n£ia_i_lx 
feasible  to  operate. 

Ye  1 lov/s tone  Beef  Processors 

The  packing  facility  is  about  8 years  old.  It  is  a 
small  (25,000  annual  kill  plant)  facility  and  has  only  been 
operated  for  about  2 1/2  of  its  8 years  in  existence. 

There  are  both  positives  and  negatives  to  the  facility... 

Positives:  Fairly  new  plant;  present  financial 

condition  seems  adequate;  Billings  location  is 
advantageou  s 

fJegatives:  No  management  team  identified;  capital 

needs,  while  substantially  less  than  Midland,  are 
still  in  the  $350,000  area  for  renovation;  disposal 
system  is  obsolete 

As  the  study  pointed  out. ..if  a good  management  team 
was  found,  if  renovation  was  possible  financially,  if  a 
small  fed  cattle  kill  could  be  sold  to  local  iviarkets,  then 
It  i s financially  feasible  to  operate. 

Alternative  P a ck i n g I’aci  lity 

If  an  investor(s)  was  willing  to  construct  another 
packing  facility,  tine  parameters  for  potential  needs  and 
success  would  be  as  follows... 
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An  initial  capital  cost  of  $1.75  to  $2  r'illion 
with  future  investment  of  up  to  $5t/0,uUL)  to  expand 
rendering  anu  cooler/freezer  capacity 

Initial  daily  slaughter  rate  of  lUt)  to  120 
cov;s/bulls  and  20  to  30  fed  cattle 

Iventual  daily  slaughter  goal  of  2Uu  to  '225 
cows/bulls  and  5b  to  GU  fed  cattle  slaughter 

/\  solid  i.anayeuent  team  headed  by  2 individuals... 
one  in  cliarge  of  slaughter  operations  and  one 
iti  charge  of  finances,  cattle  buying,  and  fed 
cattle  red  meat  sales 

An  active  effort  to  establish  a "Made  in  Montana" 
red  meat  cut 

Located  near  interstate  higliway  and  in  top  8 to  10 
cattle  producing  counties,  and  within  75  to  100 
miles  of  a feedlot 


It  may  le  an  unpopular  statement  to  make,  but  it 
ai pears  that  if  a start-up  of  a meatpacking  facility  is 
contemplated  in  Montana  then... 


first,  you  must  tliin);  small,  and  after  succeeding, 
you  continue  to  think  small". 


An  attempt  at  a start-up  must  insure  a constant 
operation  by  requiring... 

- an  "acce[ table"  level  of  dollar  investment, 

having  a constant  supi^ly  of  live  animals  for 
slaughter  availability, 

a delineated  red  meat  "Montana"  product, 

- that  the  dollar  check  off  program  (or  similar 
programs)  instituted  by  the  live  animal  producer 
raises  red  meat  av;areness 

- first  and  foremost,  a high  quality  managem.ent  team. 
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Two  general  thoughts  cone  to  nind  when  surmar i z ing  the 

meatpacking  industry  and  tlie  state  of  Montana  in 

particular.  These  will  be  titled  appropriately. .."markets 

and  money".  First,  "r.arkets"  . . . 

Chicken  is  not  the  "enemy".  If  the  beef 
industry  believes  that  projects  such  as  the 
check  off  program  being  proposed  by  the  cattle 
producers  will  reverse  the  consumption  trends 
to  the  197b  per  capita  levels,  the  industry  is 
v;rong.  Not  only  wrong,  but  those  dollars  set 
aside  for  marketing  beef  will  be  wasted. 

The  goal  of  niarketing  beef  should  be  "beef 
awareness".  An  awareness  program  is  different 
from  an  advertising  program.  Awareness  uses 
independent  spokesmen  and  women  as  well  as 
beef  industry  participants.  There  have  been  a 
number  of  recent  reports  extolling  the  virtues 
of  red  meat  in  acceptable  diet  conditions  from 
independent  researchers,  and  these  reports 
need  wider  promotion.  Further,  an  awareness 
program  can  fund  research  into  methods  by 
which  beef  can  be  more  conveniently  prepared 
and  served.  As  it  stands  now,  microwaved 
prime  cut  steaks  leave  something  to  be 
desired . 

The  goal  of  beef  "awareness"  is  to  stabilize 
beef  consumption,  not  necessarily  to  recapture 
market  share,  forcing  the  poultry  industry  to 
becom.e  more  aggressive.  If  per  capita  beef 
consuniption  in  the  United  States  is 
stabilized,  then  population  growth  will  cause 
an  overall  increase  in  beef  demand.  Further, 
a declining  dollar  in  relationship  to  foreign 
currencies  will  make  U.S.  beef  more 
competitive  overseas. 

Second,  "raoney " . . . 

There  appears  to  be  a lack  of  sufficient 
private  capital  in  Montana  for  a meatpacking 
facility  investment.  It  is  possible  that  the 
state  of  Montana,  through  an  entity  such  as 
the  fjontana  Economic  Development  Board  will 
fiave  to  be  involved  in  financing  either 
renovation  or  new  construction  of  a facility. 
Providing  the  financial  requirements  are  met 
for  MEDD  or  a similar  agency,  this  may  be  a 


152 


positive  sign.. .in  that  it  sends  a message  to 
both  in-state  and  out-of-state  banks,  savings 
and  loans,  insurance  companies,  etc.. .that 
there  are  seme  attractive  financing 
opportunities  in  Montana. 

Cow/calf  producers  and  cattle  feeders  should 
n^  look  for  economic  salvation  from  an  in- 
state meatpacker  in  the  form  of  substantially 
higher  live  weight  prices.  Remember,  when 
they  are  separate  entities,  a meatpacker  is  in 
an  adverse  relationship  with  the  cattle 
producer/ feeder . Perhaps,  tlie  ansv/er  to  that 
^^istionship  is  a form  of  business 
com.bination  . 


CONCLUSION 

Tlic  question  that  will  be  asked  after  reading  this 
study  is...  what  is  the  first  step  for  the  potential 
investor  or  owner/operator  of  an  in-state  meatpacker?  The 
answer  has  been  alluded  to  continually  in  this  study... 
management  needs  to  be  identified  f irstl  v;hether  a 
retrofit  or  new  construction  of  a facility  is  being 
considered,  the  management  of  that  facility  must  be  active 
in  that  process.  Management  needs  to  take  an  active  hand 
in  design  and  staffing  requirements  and  targeted  red  meat 
markets. 

A prospective  management  "team",  preferably,  will  be 
fam.iliar  with  the  problems  and  opportunities  in  the  Montana 
beef  m.arket.  This  management  will  need  to  develop  tlie 
per sona  1 r e la t ionshiips  needed  in  cattle  buying,  red  mieat 
marketing,  and  financing  the  facility  investment.  These 
^<^^9tionships  v/ill  not  always  be  friendly,  as  the 
competition  in  an  auction  market  will  attest. 
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I ight  now,  with  no  in-state  meatpacker,  the  cattle 
i^roducer  is  in  a poor  baryaininy  position  with  out-of-state 
cattle  buyers  and  meatpackers.  That  transportation  charcje 
for  live  cattle  whicli  can  reach  as  hich  as  to  per 

head,  is  beino  re<3uced  from  the  live  weight  price  given  to 
tlic  [ roducer.  An  in-state  packer,  while  not  providing  a 
drar,atic  live  weight  price  increase,  can  return  some  of  the 
freight  charge  Lack  to  the  Montana  cattle  producer.  The 
beef  industry  is  "a  big  business  of  small  differences".  An 
increase  of  only  ^3ia  per  },ead  to  a producer  can  mean  the 
difference  between  profit  and  loss. 

ihis  study  examines  tlie  volatile  r.ieatpacking  industry 
and  the  operating  liistory's  of  the  1,  idland  and  YDP 
facilities  for  the  last  0 to'6  years.  further, 
conversations  and  meetings  were  held  with  those  individuals 
in  tlie  beef  industry  in  Montana  including  past  and  current 
owners/oporators  of  meatpacking  facilities,  cow/calf 
producers,  cattle  feeders,  agricultural  financiers,  red 
meat  brokers,  state  of  Montana  officials,  and  individuals 
with  irifJustry  interests  sucli  as  tenderers,  beef 
transporters,  and  unemployed  meat  cutters.  It  is  obvious 
that  there  is  substantial  desire  in  Montana  to  look  at  the 
financial  feasibility  of  a slaughterhouse.  This  study  has 
given  some  specific  recommendations  that  the  Project 
Manager  and  th.e  Subcontractors  believe  are  necessary  in 
determining  tliat  feasibility. 
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The  on(_  f ‘^r^/asive  tlicught  that  ccrries  to  r.'ind  wlien 
thit:Kiruj  of  a slaughterhouse  start-up  in  r.ontana  is  this... 
failing  to  reopen  a prior  facility  or  failing  to  construct 
a new  facility  is  not  tlie  v.'orst  thing  that  can  happen, 
leather,  having  a reopened  prior  facility  or  new  constructed 
facility  fail,  again,  witli  the  corresponding  financial  and 
ciuot  iorial  losses,  ^ the  worst  thing.  hollowing  the 
reconneie.ations  in  tins  study  will  assist  tlie  hontana 
heportment  of  .'luriculture  and  interested  parties  regarding 
the  financial  feasibility  of  a slaughterhouse  facility 
vyithin  Montana. 

N. 
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OVERVIEW  OF  FIEAI.'CIALS 


As  has  been  noted  throughout  the  narrative  discussion 
of  these  proforma  (projected)  financial  statements,  these 
projections  are  based  upon  a set  of  variables  that  may 
reflect  real  world  assumptions.  They  are  not  guarantees  of 
performance,  but  merely  illustrations.  They  are  designed 
to  show  fixed  and  v/orhing  capital  needs  (cash  flow)  for 
retrofits  or  initial  startups  of  meatpacking  facilities, 
and  potential  profits  or  losses  from  both  market  and 
management  performance. 

These  statements  are  both  simplistic  and  complex... 
simplistic  in  the  sense  that  revenue  and  expense  variables 
cliange  only  on  a yearly  basis,  and  complex  in  the  sense 
that  the  number  of  account  titles  are  numerous  and 
detailed . 

For  exaraple,  appendix  Al  uses  a flat  purchase  cost  by 
the  meatpacker  of  $33/100  lb.  for  fed  cattle  each  month  for 
the  year  of  the  operating  projection.  In  reality,  the 
purchase  cost  of  live  animals  to  the  meatpacker  varies 
significantly  over  the  course  of  the  year  as  the  supply  and 
the  physical  condition  of  the  live  animals  vary. 
Examination  of  the  following  three  pages  show  the  average 
live  animal  quotation  price  by  month  at  the  Public  Auction 
Yards  in  Billings,  Montana  for  the  years  1983  to  1965. 
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comnercial, 


VJithin  the  four  cow  designations... 
utility,  cutter,  and  canner...  the  live  weight  price  can 
vary  as  much  as  $5  to  $8  per  100  lb.  over  the  course  of  a 
year.  Obviously,  it  is  to  the  meatpacker's  advantage  to 
pay  less  for  live  animals.  While  it  would  be  difficult  to 
obtain  monthly  industry  profitability  statistics  on 
meatpackers,  it  is  assumed  that  those  months  of  lower  live 
weight  prices  provide  the  greatest  profit  opportunity  for 
the  meatpacker. 

It  is  certainly  no  secret  to  the  Montana  cow/calf 
procuder  that  prices  paid  in  1985  for  cows/bulls  were  dov;n 
v2  to  $3  per  100  lb.  from  1983.  During  the  course  of  this 
study  (March  to  June,  1986),  varying  estimates  on  the 
supply  of  dairy  cattle  directed  to  slaughter  in  1986  and 
1987  through  a federal  government  program  has  caused  rapid 
shifts  in  live  v;eight  prices.  These  prices  are  never 
static . 

The  point  of  this  being  to  have  the  reader  of  this 
study  take  the  projected  financial  statements  for  what  they 
are...  best  guesses  as  to  a possible  operating  scenario... 
in  this  case,  one  scenario  out  of  many. 
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MIDLAND  FOODS,  INC. 


Appendix  A1  is  one  year  of  possible  operations  for  the 
Midland  facility.  A loss  of  approximately  $1D0,000  is 
represented  as  a "best  case"  scenario  for  Midland.  For 
reasons  described  in  Chapter  5,  it  is  not  financially 
feasible  to  operate  Midland  in  its  current  financial  and 
physical  condition.  Appendix  A2  describes  a total  capital 
need  of  approximately  $2.1  million  for  prior  debt 
retirement  and  property  and  equipment  improvements,  and  a 
working  capital  need  of  approximately  $2.6  million  for 
operations.  Carrying  the  debt  service  on  this  capital  need 
is  iniprobable.  Only  one  year  of  operations  is  shown  due  to 
the  eventual  decline  from  the  initial  capital  position 
based  upon  the  projected  operating  scenario. 
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SilM-COM/lullt 

2, 756,618 

Siln-Fit  Cittlt 

J«2,4W 

Siln-Hidn 

Siln-Offii 
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Totil  Sitn 

J,J5S,M6 

Co«t  of  Soodi  Sold 

tegin  Inv*ntory-C/B 

1 

-F/C 

• 

PurchiM  -C/9 

i,  m,m 

-F/C 

364, «M 

Ending  Invwitary-C/0 

364.  IM 

-F/C 

• 

Coft  Uv«tocfc-C/B 

a.SM.M 

Co«t  Liv»rt*k-f/C 

364,  M 

Frtight  * In 

42, 5M 

Prti^t  - In  F/C 

2,IM 
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f 

8r«id  In«(wctlan 
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• 
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39,at9 
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39,859 

39,859 

39,859 

477,756 

3,245 
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44,631 
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20,491 
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Office  fUrtafcr 
Clerks 

Plant  Supervisor 
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4.000 
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4.000 
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4.000 
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184,657 
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Incoee  Taxes 
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1 

0 

0 

0 

• 
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0 

• 

0 

0 
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(7,919) 

(7,919) 
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luntjnd  Packing  Plant 

L'dV»  '^Iciw 

liiJiarKj  Packing  APPKNIjIX  A-2 


Jul  86 

Aug  86 

Sep  86 

(3ct  86 

Nov  86 

. Dec  86 

Jan  87 

Feb  87 

Nar  87 

Apr  87 
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Jun  87 

Jul  S7 
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71 

0 

0 

0 

0 

264,800 

0 

264,800 

0 

264,800 

8 

264,000 

9 
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0 

264,880 

8 
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9 
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8 
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8 
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8 

264.000 

8 

74 

0 

0 
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264,  8N 
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264,000 
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73 

76 

I 

0 

2. 772,000 
264,000 

2,506,000 

264,000 

2,308,000 

264,100 

2,308,000 

264,000 

2,308,000 

264,000 

2,308,800 

264,000 

2,308,800 

264,800 

2,306,000 

364,000 

2,306,000 

264,000 

2,308,800 

264,800 

2,306,808 

264,800 

2, 308,800 
264,100 

;a 

0 

3,036,000 

2.  772,  M 

2, 772,000 

2,  772,000 

2,  772,000 

2.  n2,000 

2,772,800 

2.772,000 

2,  772,800 

2.  772,800 

2.772.800 

2, 772,880 

00  Cost  Livestock  - C/B 
»l  - f/C 

0 

0 

2,508,000 

264,000 

2,506,800 

264,  iW 

2,508.800 

264,000 

2,306,000 

264,000 

2,308,000 

264,000 

2,506,800 

264,800 

2,508,809 

264,809 

2,308,000 

264,000 

2,306,800 

264,800 

2,306,800 

264,800 

2,306,800 

264,000 

2,598,800 

264,800 

83 

0 

2,  772,000 

2,772,000 

2, 772,000 

2,772,000 

2,  772.000 

2, 772,000 

2, 772.000 

2,772,000 

2,  772,800 

2, 772,800 

2,  772,000 

2, 772,800 

85  End  inv  - c/t» 

86  - F/C 

0 

0 

264,000 

0 

264,000 

0 

264,000 

0 

264,000 

0 

264,000 

9 

264,000 

0 

264,000 

1 

264,000 

• 

264,800 

0 

264,000 

0 

264,000 

• 

264,000 

0 

89 

0 

264,000 

264,000 

264,000 

264,000 

264,000 

264,000 

264,800 

264.000 

264,000 

264,800 

264,000 

264,000 

90 

15  Purct«s#s  - C/B 
% - F/C 

0 

0 

0 

0 

2, 772,000 
264.000 

212,320 

2,308,000 

264,000 

194,040 

2,308,000 

264,000 

194,040 

2,308,000 

264,000 

194,040 

2,308,000 

264,000 

194,040 

2,308,000 

264,000 

194,840 

2,306,880 

264,800 

194,040 

2,308,000 

264,800 

194,040 

2,308,800 

264,800 

lil 

194,040 

2,306,800 

264,000 

ill 

'«  Total 

0 

3,036,000 

2,  772,000 

2,772,000 

2,  772,000 

2,  772,000 

2.772,000 

2,772,000 

2,  772,000 

2,772,000 

2,772,000 

2,772,M 

2, 772,800 

100  Pajmntf 

1 

2,823,480 

2,790,480 

2,772,000 

2,772,000 

2, 772,  «0 

2,772,000 

2,772,000 

2,772.0M 

2,772,000 

2, 772,000 

2, 772,000 

103  Erafing  -A/P 

9 

212,520 

194, 040 

194,040 

194,040 

194,040 

194,040 

194,040 

194,040 

194,040 

194, 049 

194,040 

194,040 

110  Cash  Begtntng 

111  Incoae  after  taa 

112  Depreciation 

1 13  Change  in  A/R 

114  Change  in  A/P 

115  Change  in  Invent 

116  Loan  Revnovation 

117  Loan  UoHiing  Cap 
116  Loan  Cattle 

1 19  Loan  Prior  Debt 

0 

0 

0 

0 

0 

0 

418,  IN 
620,000 

2.040.000 

1.673.000 

2,633,200 

(11,9191 

12,000 

(2,482,0621 

212,320 

(264,000) 

0 

1 

0 

0 

116,938 

(7,919) 

12,000 

0 

0 

0 

0 

0 

1 

0 

116,219 

(7,319) 

12,000 

0 

0 

0 

0 

0 

0 

0 

115,499 

(7,919) 

12.060 

0 

1 

0 

0 

0 

0 

0 

114,779 

(7,919) 

12,000 

0 

8 

0 

0 

0 

0 

0 

114,060 

17,919) 

12,000 

1 

0 

0 

0 

1 

0 

0 

113,340 

(7,919) 

12,000 

8 

1 

8 

8 

• 

8 

8 

112,621 

(7,919) 

12,000 

0 

1 

0 

0 

0 

0 

9 

111,901 

(7,919) 

12,000 

0 

0 

0 

0 

0 

0 

8 

111,161 

(7,919) 

12,800 

0 

0 

8 

8 

9 

0 

0 

110,462 

(7,919) 

12,000 

1 

0 

0 

9 

0 

0 

0 

109, 742 
(7,919) 

12,890 

0 

0 

• 

0 

1 

0 

1 

123  sub 

4, 733, 010 

121,739 

121,620 

120,300 

119,380 

118,861 

118,141 

117,422 

116,  TV 

113,962 

115,263 

114,543 

113,623 

120  LessiOebt  Service 

121  Filed  l^sest  Act)u 
12?  Note  PayMnts 

4,800 

418,000 

1,673,000 

4,800 

0 

0 

4,800 

0 

0 

4,800 

0 

0 

4,800 

8 

0 

4,808 

0 

0 

4,800 

0 

0 

4,800 

1 

1 

4,800 

0 

0 

4,800 

0 

0 

4,600 

1 

0 

4,800 

0 

0 

4,300 

8 

8 

124  sub 

2,635,200 

116,939 

116,220 

113,300 

114, 780 

114,061 

113,341 

112,622 

111,902 

111,162 

110,463 

109,743 

109.823 

128  chk  cash  bal 

129  ck  ba! 

• 

1 

0 

1 

0 

1 

0 

I 

0 

0 

0 

0 

1 

0 

0 

0 

t 

130  Cash  Ending  Bal 

2,635,200 

116,938 

116,219 

115,499 

114,779 

114,860 

113,340 

112,621 

111,901 

111, 181 

110,462 

109,742 

109,822 

o 
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YELLO\JSTONE  BEEF  PROCESSORS 


Appendixes  A3  and  A 4 show  two  years  of  possible 
operations  for  YBP.  First  year  (A3)  slaughter  is  1700 
cows/bulls  and  300  fed  cattle  per  month,  and  second  year 
(A4)  slaughter  increases  to  20C0  cows/bulls  and  400  fed 
cattle  per  month.  Due  to  the  lack  of  rendering  revenue  and 
adequate  drop  credit  revenue  it  is  projected  that  Y'BP  v;ould 
consistently  lag  industry  averages  in  regards  to  profit 
margins.  Appendix  A3  shows  a first  year  margin  of 
app-'TOX  i ma  te  ly  .75%  which  is  based  upon  net  income  / total 
sales.  From  Chapter  11,  it  was  noted  that  meatpackers  in 
the  "local"  size  designation  such  as  YBP  had  a similar 
industry  average  margin  of  approximately  1.31%  in  1984. 

Appendix  A5  shows  an  initial  capital  need  of 
apif'roximately  $360,000  for  retrofitting  and  $70  0,000  for 
working  capital.  If  the  facility  could  maintain 
profitability,  tlien  the  cash  position  would  improve.  The 
second  year  of  op^eration  (A6 ) shows  a $100,000  expenditure 
from  cash  for  p^otential  repair  or  retrofit. 

Appendixes  A 7 through  A 9 are  based  upon  different 
variables  in  live  animal  costs  and  yields  from  slaugliter 
(see  pages  7 0 and  71  of  tlie  study).  The  point  of  these 
statements  is  to  demonstrate  that  a slight  change  in  almost 
any  variable  can  change  p:>rofitability  in  a significant 
manner.  These  statements  could  apply  to  any  of  the  three 
scenarios  (Midland,  YBP,  or  an  alternative  facility). 

Only  two  years  of  operations  are  shown  for  YBP.  For 


reasons  rr.entioned  in  Chapter  6,  it  would  be  difficult  to 
expand  the  slaughter  rate  beyond  that  sliown  in  Appendix  A5. 
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MonNru  PdChinq  PUnt 
Projectpti  Incuat 

APPENDIX  A-3  Y#llo«loo#  Bnf  Packer* 


Hu9  06 

Sep  06 

Ort  86 

Nov  86 

Dec  06 

J«n  87 

Feb  87 

tUr  87 

%r  87 

Hey  87 

Jun  87 

Jul  87 

Totel 

Siln  Ccw/Bui U 
>4ln  -f<it  C4tUt 
SdlM-HicfM 

642, 6M 
226,890 
28,990 

17,099 

642,600 

226,800 

28,900 

17,000 

642.609 

226,800 

28,990 

17,000 

642,609 

226,809 

28,900 

17,000 

642, 6W 
226,000 
28,900 
17,000 

642,690 

226,800 

28,909 

17,000 

fill 

642,600 

226,890 

28,900 

17,000 

642,600 

226,890 

28,900 

17,000 

iii'i 

iiii 

642,600 

226,800 

28,900 

17,000 

7,711,200 
2,721,690 
346,800 
204,  •90 

rotdl  Sdln 

913,300 

915,390 

915,300 

915,300 

915, 3« 

915,300 

915,300 

915,300 

915,300 

915,309 

915,300 

915,300 

10,983,600 

Cost  of  6oods  Sold 


ftejin  Inventory-C/B 

0 

66,000 

66,000 

66,000 

66,800 

66,000 

-f/C 

i 

0 

0 

0 

0 

0 

Purchase  -C/B 

627.000 

561,000 

561,000 

561,000 

561,000 

561,000 

-f/C 

198,000 

198,000 

196,000 

196,000 

198,000 

196,000 

Endiftfl  Invenlory^/fl 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

-f/C 

0 

0 

0 

0 

0 

0 

Cost  L»vestoci<-C/B 

561,000 

561,000 

561,000 

561,000 

561.000 

561,000 

Cost  Livestoch-f/C 

198,000 

198,000 

198,000 

198,000 

198,000 

198,000 

Freight  - In 

9,500 

8,500 

8,500 

8,500 

8,500 

Freijjht  - In  F/C 

1,500 

1,500 

1,509 

1,500 

1,500 

1,500 

ftjyers  Coaaission 

1 

0 

0 

0 

• 

Brend  Inspection 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

Other  cost  Hfg 

0 

0 

0 

0 

0 

• 

Boi  1 Container  Cost 

8,500 

8,500 

8,500 

8,500 

8,500 

8,500 

Freight  - Out 

9,189 

9,180 

9,180 

9, 180 

9,  lao 

9,180 

Freight  - Out  F/C 

2, 430 

2,430 

2,430 

2,430 

2,430 

CGS-fotel 

793,045 

792,045 

792,045 

?«,•« 

792,045 

792,045 

Bross  Profit 

122,255 

123,255 

123,255 

123,235 

123,255 

123,255 

Plant  Cipenaes 

Supervisors 

0 

0 

• 

1 

I 

Naint  Engineer 

0 

1 

• 

0 

0 

Mill  Floor 

10,571 

10,571 

10,57! 

18,571 

10,571 

10,571 

Bore,  Bov,  Slip 

15,269 

15,269 

15,269 

15,269 

15,269 

15,269 

Hettienic 

1,762 

1,762 

1,762 

1,762 

1,762 

1,762 

Cleanup 

1,175 

1,175 

1,175 

1, 175 

1,175 

1,175 

28,775 

28,775 

28,775 

28,775 

26,773 

28,775 

7,194 

7,194 

7, 194 

7, 194 

7, 194 

UEOA- Inspector 

0 

0 

0 

• 

Repairs  1 Haint 

5,000 

5,800 

3,*n 

5,000 

5,000 

5,000 

Utilities 

4,500 

4,500 

4,500 

4,500 

4,500 

4,SM 

Launiky 

500 

500 

500 

500 

500 

500 

Tools 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

Cleanup  I Supplies 

7,000 

7,000 

7,000 

7,000 

7,000 

7,000 

0 

0 

0 

• 

0 

1 

2,000 

2,000 

2.M 

2,000 

2,M 

2.tM 

Total  Plant  Expense 

55,969 

55,969 

55,969 

55,969 

55,  %9 

55,969 

66,800 

66,000 

66,000 

66,000 

66,000 

66,000 

726,000 

• 

0 

0 

0 

0 

0 

0 

561,000 

561,000 

561,000 

561,000 

361,000 

561,000 

6,  798,000 

198,000 

196,000 

196,000 

198,000 

198,000 

198,000 

2,376,000 

66,800 

66,000 

66,100 

66,000 

66,000 

66,000 

792,000 

1 

0 

0 

1 

0 

1 

0 

561,000 

561,000 

561,000 

561,000 

561,000 

561,000 

6,732,000 

198,100 

198,000 

196,000 

196,100 

198,  OM 

198,000 

2,376,000 

8,500 

8,500 

8,500 

8,500 

8,500 

6,500 

103,000 

1,500 

1,500 

1,500 

1,500 

1,500 

1,500 

18,100 

1 

1 

0 

1 

0 

0 

1 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

12,000 

• 

• 

0 

0 

0 

0 

0 

8,500 

8,580 

8,500 

8,500 

8,500 

8,300 

102,000 

9, 180 

9,180 

9,180 

9,180 

9,180 

9,180 

110,161 

2, 430 

2,430 

2,43» 

2,430 

2,430 

2,430 

29,160 

792,045 

792,045 

792,045 

792,045 

792,045 

792,043 

9,505,540 

123,255 

123,235 

123,255 

123,255 

123,255 

123,255 

1,478,060 

0 

1 

1 

0 

1 

0 

• 

0 

0 

• 

0 

0 

0 

0 

10,57! 

10,571 

10,571 

10,571 

10,571 

10,571 

126,846 

15,269 

15,269 

15,269 

15,269 

15,269 

15,269 

163,222 

1,762 

1,76? 

1,762 

1,762 

1,762 

1.762 

21,141 

1,175 

1,175 

1,175 

1,175 

1,175 

1, 175 

14,094 

28,775 

28,775 

28,775 

28,775 

20,775 

28,  775 

345,38} 

7,194 

7,194 

7, 194 

7,194 

7,194 

7,194 

86,326 

0 

0 

0 

0 

0 

0 

0 

5,008 

5,000 

S,WI 

5,000 

5,000 

5,000 

60,008 

4,500 

4,500 

4,500 

4,500 

4,500 

4,300 

54,000 

500 

500 

500 

500 

500 

500 

6,000 

1,000 

1,000 

1.000 

1,000 

1,000 

1,000 

12,000 

7.MI 

7,000 

7,000 

7,000 

7,000 

7,000 

84,000 

0 

0 

0 

0 

0 

0 

0 

2,000 

2.MI 

2,000 

2,000 

24,000 

55,969 

55,969 

55,  %9 

55,969 

35,969 

55,369 

671,629 

Stlhnf  I (Uainittr^tive  Exp»r»«« 


Ptint 

Office  lteru9«r 
Citrks 

Pl^nt  Supervieor 

9uy*r 

Yartl  Ptopl* 

Totel  Libor 
Payroll  Tam  | tertfl 
Bad  Debt  I 
Oeprtciation 
intrreet 

Legal  I l^xoieiting 

Insurance 

files  - Property 

Telephone 

Supplies 

Misc  Eipafiws 

Total  Selling  4 ftdein 

Total  Euptfses 

Profit  Before  Inco»  T 

Intoee  Taaes 

Net  Profit 


3,333 

3,113 

3,113 

3,113 

3,133 

^,063 

2,003 

2,003 

2,003 

2,003 

2,003 

^,3M 

2,50i 

2.3M 

2,500 

2,500 

2,500 

2,300 

2,500 

2,500 

2,500 

2,500 

1 

0 

• 

• 

0 

1 

I 

1 

0 

0 

0 

0 

II.41& 

10,416 

10,416 

10,416 

10,416 

10,416 

2,fM 

2,604 

2,604 

2,604 

2,604 

2,604 

9,153 

9,153 

9, 153 

9, 153 

9,153 

9, 153 

12,  M 

12,000 

12,000 

12,000 

12, M0 

12,000 

II, 

10, 4M 

10,  4M 

10,400 

10,400 

10,400 

3.5M 

2,500 

2,500 

2,500 

2,500 

2,500 

3,  Mi 

3,000 

3,110 

3,000 

3,000 

3,000 

2.  Mi 

2,0M 

2,000 

2,0M 

2,000 

2,000 

l,6M 

1,000 

l,6W 

I.0M 

1,600 

1.800 

1,«M 

1,000 

l,«M 

1,000 

1,000 

1,000 

i.iM 

1,000 

1,000 

I,0M 

1,000 

1,000 

55,873 

35,073 

55,073 

35,873 

35,673 

35.873 

Ml, M2 

1I1,S42 

111,042 

111,042 

111,642 

111,642 

10,413 

11,413 

11,413 

11,413 

11,413 

11,413 

4,163 

4,565 

4,565 

4,565 

4,565 

4,563 

6,240 

6.040 

6,040 

6,040 

6,846 

6,646 

o 
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3,m 

3,  M3 

3,313 

3,333 

3,333 

3,333 

39,996 

2,063 

2,183 

2,063 

2,063 

2,083 

2,083 

24,996 

2,5M 

2,500 

2,300 

2,500 

2,500 

2,500 

30,000 

2,SM 

2,300 

2,500 

2.SM 

2,500 

30, 0M 

• 

0 

1 

1 

• 

0 

0 

0 

0 

0 

0 

0 

0 

0 

10,416 

10,416 

10,416 

10,416 

10,416 

10,416 

124,992 

2,604 

2,604 

2,604 

2,604 

2,604 

2,604 

31,246 

9, 153 

9,153 

9,153 

9,153 

9,133 

9,153 

109,636 

12,000 

12,000 

12, M0 

12,000 

12,000 

12,000 

144,000 

10,400 

10,400 

10,400 

10,400 

10,400 

18,400 

124,600 

2.5M 

2,500 

2,300 

2,300 

2,301 

2,500 

30,000 

3,000 

3,000 

3,WI 

3.IM 

3,000 

3,000 

36,000 

2.0M 

2,000 

2,M0 

2,000 

2,000 

2,W0 

24. 0M 

1,800 

1,600 

1,600 

1.8M 

1,600 

1,600 

21,600 

!,0M 

1,000 

1,000 

1,000 

1,000 

1,000 

12,000 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

12,000 

53,673 

35,673 

55,873 

33,673 

35,873 

35,873 

670,476 

111,642 

111,842 

111,642 

111,642 

111,642 

111,642 

1,342,105 

11,413 

11,413 

11,413 

11,413 

11,413 

11,413 

135,935 

4,565 

4,565 

4,363 

4,365 

4,365 

4,563 

54,382 

6,846 

6,648 

6,846 

6,646 

6,646 

6,646 

81,373 

o 


o 
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APPENDIX  A-4 


Pug  87 

Sep  87 

Oct  87 

l*Dv  87 

Dec  87 

Jan  88 

Salffi-CoH/Bulls 
SalM-Fat  Cattle 
Salts -Htde« 
Sales-Offal 

799,300 

311,040 

34.000 

30.000 

799,300 

311,040 

34,100 

30,000 

799,300 

311,040 

34.000 

30.000 

fill 

799,300 

311,040 

34.000 

30.000 

799,300 

311,040 

34.000 

30.000 

Total  Sain 

1,164,340 

1.164,340 

1,164, 340 

1,  164,340 

1,164,240 

1,  164,340 

Cost  of  Goods  Sold 

BV|tn  Invontory-C/B 

-F/C 

Purchase  -C/B 
-F/C 

Ending  InventoryC/B 

-f/C 

1 

0 

770.000 
373,600 

70.000 
0 

70,000 

0 

700,000 

373,600 

70,000 

0 

70,000 

0 

700,000 

273,600 

70,000 

1 

70,000 

0 

700,000 

373,600 

71,800 

0 

70.000 
0 

700,000 

373,600 

70.000 
0 

70,000 

0 

700,000 

373,600 

70,000 

0 

Cost  Livestock-C/B 
Cost  Livestock-F/C 

700.000 

373,600 

709,000  - 

273,600 

700,000 

373,600 

700,000 

273,600 

780,000 

373,600 

700,000 

373,600 

Freight  - In 
Freight  - In  FfC 
Buyers  Coaitssian 
Brand  Inspection 
Other  cost  Nfg 
Bdi  I Container  Cost 
Freight  - Out 
Frti^t  - Out  F/C 

11,000 

2,000 

1 

1,300 

0 

10,300 

10,600 

3,340 

10,000 

2,«0 

9 

1,300 

0 

10,300 

10,800 

3,340 

10,000 

3,0W 

0 

1,300 

9 

10,300 

10,800 

3,340 

10,000 

2,000 

1 

1,300 

0 

10,300 

10,800 

3,340 

10,000 

2,000 

0 

1,300 

0 

10,300 
18,800 
3, 340 

10,000 

2,000 

9 

1,309 

0 

10,300 

10,800 

3,340 

C8S- Total 

1,01 4,380 

1,013,380 

1,013,380 

1,013,380 

1,013,380 

Grose  Profit 

149,960 

151,860 

150,860 

150,860 

150,860 

150,860 

Plant  Exprmc« 


Supervisors 

0 

0 

0 

0 

Plaint  Engineer 

Kill  Floor 

0 

11,745 

0 

11,745 

0 

11,745 

0 

11,745 

0 

11,745 

0 

11,745 

Bone,  Boi,  9np 

17,618 

17,618 

17,618 

17,618 

17,618 

17,618 

PiKtiamc 

1,763 

1.7B3 

1,763 

1,763 

1, 763 

Cleanup 

1,175 

1,175 

1,175 

1,175 

lil/5 

1, 175 

33,399 

33,399 

33,399 

33,399 

33,399 

33,399 

IBOA- Inspector 

9,075 

0 

8,075 

t 

8,075 

0 

8,075 

8,075 

8,075 

Repairs  1 Plaint 

5,000 

3,W» 

5,008 

5,000 

5,000 

3,000 

3,M 

5,000 

5,000 

5,000 

5,000 

5,000 

500 

500 

500 

500 

500 

500 

Tools 

1,000 

1,00* 

1,000 

1,000 

1,000 

Cleanup  1 Supplies 

7,000 

7,M 

7,000 

7,0M 

7,000 

7,000 

1 

0 

1 

0 

0 

0 

3,000 

3,000 

3,000 

2,M» 

3,000 

2,  in 

Total  Plant  Ejipme 

60,873 

60,873 

60,873 

60,873 

60,873 

60,873 

o 


Flontanj  Packing  Plint 
P»-oj*ct*d  Incow  Statewftt 
rtllowsConc  Beef  Packers  - Ymt  $ 

f9b  88 


799, 

34,  am 

aa.Mi 


1, 184, a4i 


70,090 

9 

710,  «M 

873.600 

70.000 
0 

700,000 

373.600 

10.000 

2,000 

I 

1,300 

0 

10,300 

10,800 

3,340 

1,013,380 

150,660 


0 

0 

11,745 

17,610 

1,763 

1,175 

32,399 

8,075 

0 

5,000 

5.000 
500 

1.000 

7.000 
0 

2.000 

60,873 


Ptar  88 

Apr  88 

May  86 

Jun  88 

Jul  88 

Aug  88 

799,300 

799,300 

799,300 

799,300 

799,300 

9,590, 400 

311,040 

311,040 

311,040 

311,040 

311,040 

3,  733,  480 

34,000 

.H.0OO 

34,000 

34,000 

34,000 

408,000 

30,000 

30,000 

30,000 

30,000 

30,000 

340,000 

1,  164,340 

1,  164,340 

1,  164,340 

1,  164,340 

1,  [64,340 

13,970,860 

70,000 

70,000 

70.000 

79,  000 

70,000 

779,000 

i 

0 

0 

0 

0 

0 

700,000 

700,000 

700,000 

m,m 

700,000 

8,470,000 

373,600 

373,600 

373,609 

373,600 

373,600 

3,383,300 

70,000 

70,000 

70,000 

70,000 

70,000 

840,000 

0 

1 

0 

i 

0 

0 

700,000 

700,000 

700,000 

700,000 

700,000 

8, 4M,  000 

373,600 

373,600 

373,600 

373,600 

373,600 

3, 383, 300 

10,000 

10,000 

10,000 

18,000 

10,000 

121,000 

2,000 

2,000 

3,  MO 

2,0M 

2,000 

34,000 

0 

0 

0 

0 

0 

1 

1,300 

1,300 

1,300 

1,200 

1,300 

14,400 

0 

0 

• 

• 

0 

t 

10,300 

10,301 

10,300 

10, 3M 

11,300 

133,400 

10,800 

10,000 

10,800 

10,800 

10,800 

139,600 

3,340 

3,340 

3,340 

3, 340 

38,860 

1,013,380 

1,113,380 

1,013,380 

1,013,380 

1,013,380 

13,161,560 

150,860 

150,860 

150,861 

150,868 

150,860 

1,809,320 

0 

0 

0 

0 

1 

• 

0 

0 

0 

0 

9 

0 

11,745 

11,745 

11,745 

11,745 

11,745 

140,940 

17,610 

17,616 

17,618 

17,618 

17,618 

311,410 

1,763 

1,763 

1.763 

1,763 

1,763 

31,141 

1,175 

1,175 

1,175 

1,175 

1,175 

14,094 

33,399 

33,399 

32,399 

33,399 

32,399 

387,585 

8,075 

8,075 

6,075 

8,075 

8,075 

96,8% 

0 

1 

0 

0 

9 

0 

3,000 

5,000 

5,000 

5,000 

5,000 

60,000 

3,000 

5,000 

5,000 

5,000 

5,000 

60,000 

500 

500 

500 

500 

500 

6,000 

1,000 

1,000 

1,000 

1,000 

I.MO 

12,000 

7,000 

7,000 

7,000 

7,000 

7,0M 

64,000 

0 

0 

0 

9 

9 

0 

2,000 

2,000 

2,M 

3,000 

3,000 

24,000 

60,873 

60,  an 

60,873 

60,873 

60,873 

730,481 

Stilinf  1 Adaimstrjtive  Eaptrvn 


Piint  Harujei* 

3,333 

3,113 

3.333 

3,333 

3,333 

Offict  NarMgtr 

3,M 

3,009 

5,000 

3,900 

3,000 

Clerics 

2,309 

2,300 

2,300 

2,300 

Plant  Suptrvisor 

2,509 

2,300 

2,300 

2,309 

2,300 

ftuyvr 

2,509 

2,300 

2,300 

2,399 

2,300 

Yard  P»opla 

1 

• 

0 

9 

1 

Total  Labor 

I5.A33 

13,833 

13,933 

11,833 

13,833 

Pa/roll  Tam  1 Bereft 

3, 

3,938 

3,958 

3,958 

3,958 

Bad  Debts 

ll,64e 

11,642 

11,642 

11,642 

11,642 

Depreciation 

12.099 

12,000 

12,000 

12,009 

12,000 

Interest 

10,400 

10,400 

19,400 

10,409 

10, 400 

Le9al  i Accounting 

2,590 

2,300 

2,300 

2,309 

2,300 

Insurance 

3,000 

3,000 

3,900 

3,019 

3,000 

Ta*es  - Property 

2.000 

2,000 

2,000 

2,009 

2,000 

Telephone 

],800 

1,800 

1,809 

1,809 

1,800 

Supplies 

1,000 

1.000 

1,000 

1,090 

1,009 

Ktsc  Capenses 

1,009 

1,000 

1,000 

l,W9 

1,090 

Total  Selling  1 Adam 

63,134 

63,134 

65,134 

65,134 

63,134 

Total  Expenses 

126,097 

126,007 

126,007 

126,097 

126,007 

Profit  Before  Incoae  T 

23,853 

24,853 

24,853 

24,853 

24,853 

Incoee  Taxes 

9,341 

9,941 

9,941 

9,941 

9,941 

Net  Profit 

14,312 

14,912 

14,912 

14,912 

14,912 

3,333 

3,333 

3,333 

3,333 

3,333 

3,333 

3,333 

39,9% 

3,000 

5,000 

3,000 

3,009 

5.000 

3,000 

5,000 

69,000 

2,309 

2,300 

2,300 

2,309 

2,500 

2,500 

2,300 

39,  M 

2,309 

2,309 

2,309 

2,300 

2,300 

2,300 

2,509 

39,000 

2,309 

2,309 

2,300 

2,500 

2,300 

2,509 

2,500 

30,000 

1 

0 

0 

1 

0 

1 

9 

1 

15,833 

13,833 

15,833 

13,833 

15,833 

13,833 

15,833 

189,9% 

3,958 

3,958 

3,956 

3,958 

3,958 

3,958 

3, 938 

47,499 

11,642 

11,642 

11,642 

11,642 

11,642 

11,642 

11,642 

139,  709 

12,090 

12,009 

12,000 

12,090 

12,000 

12,099 

12,909 

144,090 

10,400 

10,409 

10,409 

10,400 

10,409 

10,  400 

19,490 

124,890 

2,309 

2,300 

2,309 

2.300 

2,399 

2,500 

2,500 

30,IM9 

3,099 

3,000 

3,990 

3,000 

3,999 

3,M9 

3,090 

36,090 

2,009 

2,009 

2,009 

2,000 

2,099 

2.099 

2,000 

24.000 

1.809 

1,809 

1,890 

1,800 

1,890 

l,8W 

1,800 

21,609 

1,000 

1,009 

1,009 

1,000 

1,0W 

1,090 

1,009 

12,000 

1,009 

1.I99 

1,000 

1,000 

1,999 

1,000 

l,«M 

12,000 

65,134 

6^l34 

65,134 

6^134 

65,134 

65, 134 

65,134 

781,604 

126,007 

126,007 

126,007 

126,007 

126,007 

126,007 

126,007 

1,512,185 

24,853 

24,853 

24,853 

24,853 

24,853 

24,853 

24,853 

297,235 

9,941 

9,941 

9,941 

9,941 

9,941 

9,941 

9,941 

118,894 

14,912 

14,912 

14,912 

14,912 

14,912 

14,912 

14,912 

178,341 

o 


o 


lontarii  ►'aci«inq  P’lirt 


Cash  Flow 
Yel lowstone  Beef 

Packers 

AHPRMDIX 

A-  . 

Jul  86 

86 

Sep  86 

Oct  96 

Mov  86 

Dec  86 

Jan  87 

-eb  87 

.4ar  87 

Apr  87 

May  87 

Jun  87 

Jul  87 

7^  Begin  Inv  - C/B 
71 

® 

9 

0 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

i 

66,000 

1 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

74 

® 

t 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66, 000 

66,000 

66,000 

Purchase* 

75 

76 

9 

0 

^7,m 

196,00® 

561.000 

196.000 

561.000 

196.000 

561.000 

198.000 

561.000 

196.000 

561.000 

198.000 

561.000 

196.000 

561.000 

198.000 

561.000 

198.000 

561.000 

198.000 

561,000 
196, 0M 

561.000 

198.000 

78 

0 

aa5,®«9 

739,000 

739,000 

739,000 

759,000 

759,000 

759,000 

■^9.000 

739,000 

759,000 

■'39,000 

759,000 

3®  Cost  Livestock  - C/B 
81  - F/C 

0 

0 

561,00® 

198,00® 

361.000 

198. 000 

561.000 

196.000 

561.000 

198.000 

361.000 

196.000 

561.000 

198.000 

561.000 

138. 000 

561.000 

198.000 

561, 0M 
198,000 

561, M0 
198,  M« 

561.000 

198.000 

561,000 
198,  WO 

8J 

0 

739,09® 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

759,  MO 

739,000 

739,  W0 

739,000 

759,000 

83  End  iftv  - c/b 

86  - F/C 

0 

0 

66,00® 

0 

66,000 

0 

66.000 

0 

66,000 

0 

66,000 

1 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

39 

0 

66,00® 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

9® 

95  Pwrcftases  - C/B 

96  - F/C 

0 

i 

1 

0 

6a7,0®e 

196,00® 

57,730 

561.000 

196.000 

53,130 

361.000 

196.000 

53,130 

361.000 

198.000 

53,130 

561.000 

198.000 

53, 130 

561.000 

198.000 

53, 130 

561.000 

198.000 

53, 1.M 

561.000 

196.000 

53, 130 

361.000 

196.000 

53, 130 

561.000 

196.000 

53,l.i0 
561, M0 
196,000 

53,130 

561.000 

196.000 

96  Total 

i 

823,00® 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

739,000 

lii  Payments 

0 

767,25® 

763,620 

739,000 

739,  M0 

739,000 

739,000 

739,000 

739.000 

739,000 

739,  M0 

739,000 

739,000 

l®5  Ending  -fl/P 

0 

57,730 

33,130 

33.130 

53,130 

53,130 

53,130 

53, 130 

53,130 

53,130 

53, 138 

53,130 

53, 130 

111  Cash  Begining 

0 

111  IncT3oe  after  tax 

0 

112  Oepreciatiofi 

a 

1 13  Change  m 8/R 

0 

114  Oange  in  0/P 

0 

113  Change  in  Invent 

9 

116  Loan  Revnovation 

363,000 

117  Loan  Working  Cap 

160,000 

110  Loan  Cattle 

550,000 

119  Loan  Prior  Debt 

330,000 

123  sub 

1,423, 8M 

129  Le%s:0ebt  Service 

1,000 

121  Fixed  Assest  Acgu 

363,090 

122  Note  Payaents 

330.000 

124  sub 

709.000 

128  chk  cash  bal 

0 

129  ck  bal 

1 

131  Cash  Ending  Bal 

709,000 

709,000 

31,522 

49, 369 

6, 248 

6,848 

6,848 

12,000 

12,000 

12,000 

(686,4731 

0 

0 

57,750 

0 

0 

(66,000) 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

32,523 

50, 370 

68,216 

1,000 

1,900 

1,000 

0 

0 

0 

0 

i 

0 

31,523 

49,370 

67,216 

0 

0 

0 

31,522 

49, 369 

67,213 

67,215 

85.062 

102,909 

6,848 

6,848 

6,848 

12,000 

12,000 

12,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

a 

0 

0 

0 

86,063 

103,910 

121,737 

1,000 

1,000 

1,000 

0 

0 

0 

0 

0 

• 

85,063 

102,910 

120,737 

0 

0 

0 

85,062 

182,909 

120,756 

ia«,756  IM,6«  15fc,M9 

6,8*a  6,948  6,849 

ia,W8  12, 8W 

8 4 8 

8 8 8 

8 8 8 

8 8 8 

8 8 8 

8 8 8 

8 8 8 


189,683  137,438  173,297 


1.888  1,888  1,8(8 

8 8 8 

8 8 8 


138,683  136,458  174,297 


8 8 8 

I 1 1 

138,68?  156,449  174,296 


174,2% 

192,143 

209,  989 

6,848 

6,848 

6, 848 

12,000 

12,000 

12,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

8 

0 

8 

0 

0 

0 

0 

0 

0 

0 

0 

0 

193,144 

210. ‘990 

228,837 

1,000 

1,000 

1,000 

1 

4 

0 

0 

0 

4 

192. 144 

209.990 

227, 837 

0 

1 

e 

0 

192,143 

209, 989 

1 

227,836 

lontanj  Packing  PUnt 
t.'iVi  Mom 

’^cilOMitone  Bref  Packers 


API’KNDIX  A-d 


^ Begin  Inv  - C/B 
71 

Jul  87 

66,  M0 
0 

Aug  87 

66,000 

1 

Sep  87 

70,000 

0 

Oct  87 

70,000 

0 

•tov  87 

78,000 

0 

Dec  87 

70,000 

0 

Jan  88 

70,000 

0 

Feo  X 

70.000 

0 

tar  X 

70,000 

0 

Apr  X 

79,000 

0 

•Uy  X 

70,000 

0 

jun  X 

70,000 

0 

Jui  X 

70,000 

0 

7k 

66,000 

66.000 

70,000 

70,000 

70,000 

70,080 

70,000 

70,  MO 

70.000 

70,  OM 

79,000 

70,000 

70,009 

Purctiases 

73 

561,000 

704.000 

780,000 

700.000 

708,000 

700,000 

700.000 

700,000 

780,000 

700,000 

709,000 

700,000 

'00,000 

76 

196,000 

273,600 

273,600 

273,600 

273, bOO 

273,600 

273,600 

273,600 

273,600 

273,  bM 

273.600 

273,600 

273.  oM 

78 

759,000 

977,600 

973,600 

973,600 

973,600 

9n,600 

173,600 

173,600 

973,600 

973,600 

173,600 

173,600 

173,600 

W Cost  Livestock  - C/B 

XI. 000 

700,000 

700,000 

780,008 

700,000 

700,000 

700,000 

700.000 

700,000 

700,000 

790,000 

700,000 

700,000 

81  - r/c 

198, W0 

273,608 

273,600 

273,600 

273,600 

273,600 

273,600 

273, 600 

273,  oOO 

273,600 

273,600 

273,  bOO 

273,600 

8J 

759,000 

973,680 

973,600 

973,600 

973,600 

973,600 

173,600 

973,600 

973,600 

973,609 

173,600 

173,600 

173,600 

85  End  inv  - c/b 

66,000 

70, 0N 

70,000 

70,000 

70, 010 

78,000 

78,000 

78,000 

78,000 

70,  OOO 

70,000 

70,000 

70,000 

86  - f/C 

• 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

89 

66,000 

71,000 

71.000 

78,000 

79,000 

70.000 

78,000 

70,008 

70,001 

79,000 

79,000 

70,000 

70,000 

H 

33,130 

33,130 

68,432 

68,1X 

68,  IX 

68,  IX 

68,  IX 

68,  IX 

68,  IX 

X,IX 

X,  IX 

X,  IX 

X,  IX 

95  Purchases  - C/B 

XI, 000 

784,000 

700,000 

788,000 

700,000 

700,000 

700,000 

780.000 

700,000 

780,000 

790,090 

700,000 

700,000 

% - F/C 

196,000 

273,600 

273,600 

273,600 

273,600 

273,600 

273,600 

273,600 

273, 6M 

273,601 

273,609 

273.600 

273,600 

98  Total 

759,008 

977,600 

773,600 

973,680 

973,600 

973,600 

973,600 

973,600 

973,608 

973,600 

173,600 

973,600 

173,600 

101  Pay«er>ts 

739, 188 

962,298 

973,880 

973,600 

973,680 

973,600 

973,600 

973,600 

973,688 

973,600 

173,600 

173,600 

973,600 

183  Ending  -A/P 

33,130 

68,432 

68.  IX 

68.  IX 

68.  IX 

68.  IX 

68.  IX 

68.  IX 

bd.  (X 

X,  IX 

X,  IX 

X.IX 

X,1X 

110  Casb  Beaming 

289,989 

227,837 

148,948 

174,659 

288,  X9 

226,080 

251,791 

277,512 

303,212 

328, 923 

354,634 

380, 345 

406,055 

6,848 

14,312 

14,912 

14,912 

14,912 

14,112 

14,112 

14,912 

14,912 

14,112 

]4,  )I2 

24,112 

14,112 

112  togreciation 

12,000 

12,000 

12,000 

12,009 

12,000 

12,000 

12,000 

12,000 

12,000 

12,000 

12,000 

12,000 

12,000 

1 13  Change  in  A/R 

0 

1 

0 

0 

0 

0 

0 

114  [>arge  in  A/P 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 IS  Change  in  Invent 

0 

(4,000) 

0 

0 

0 

0 

0 

0 

0 

• 

116  Loan  Revnovation 

0 

0 

0 

0 

0 

0 

0 

1 

0 

0 

0 

0 

117  Loan  Working  Cap 

• 

0 

0 

0 

0 

0 

0 

9 

0 

0 

111  Loan  Cattle 

0 

0 

0 

0 

0 

g 

1 19  Loan  Prior  Debt 

0 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

0 

0 

123  sub 

228,837 

258,149 

175,860 

281,578 

227,281 

2X.992 

278,783 

384,413 

330,124 

355,835 

XI, 546 

487,256 

432, 967 

128  LessiDebt  Service 

1,000 

1,288 

1,208 

1,288 

1,280 

1,280 

1,288 

1,288 

1,200 

1,200 

2,200 

1,288 

121  Filed  Assest  Acqu 

0 

188,088 

0 

0 

0 

0 

0 

9 

122  Note  Payaents 

0 

8 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

124  sub 

227,837 

148,949 

174,668 

288.378 

226,081 

251,792 

277,503 

303,213 

328,924 

354,635 

380,346 

406,056 

431,767 

128  ctik  cash  bal 

0 

0 

0 

0 

0 

0 

0 

0 

0 

• 

0 

129  ck  bal 

1 

1 

1 

I 

130  Cash  Ending  Bal 

227,837 

148,948 

174, 659 

288,  XI 

226,080 

251,791 

277,502 

303,212 

328,923 

354,634 

380,345 

406,055 

431, 7X 

O 


o 


o 


APPthlDlX  A-7 


Pug  as 

Sep  as 

Qct  as 

MOV  86 

Dec  86 

Jan  8r 

Saln-CoM/Buils 

&43,&W 

643,  &M 

643, 6M 

643,600 

643,600 

Saln-fat  Cattle 

236,  DM 

22S,aM 

236,  aM 

236,880 

236,800 

236,800 

Sale« -Hides 

26,?<M 

28,  SM 

28, 9W 

28, 9W 

26,900 

28,900 

Sales -Offal 

17, Mi 

17.M0 

17, Mi 

17, Me 

17, M0 

17, M0 

Total  Sales 

91S,  JM 

915,  JW 

915, 3M 

915,  JW 

915,300 

915,300 

Coft  of  6ood«  Sold 


Begin  Inventory-C/B 

0 

70,000 

70,  M0 

70,000 

70,000 

70,000 

-f/C 

0 

0 

0 

0 

0 

Purchase  -C/B 

S65.M0 

595,  W0 

595,000 

595,000 

595,000 

595,000 

-f/C 

196,000 

198,000 

196,000 

196,000 

196,000 

198,000 

Ending  Ir>vwHoryC/B 

70,000 

70,000 

70,000 

70,000 

70,000 

70,000 

-f/C 

0 

0 

0 

0 

0 

0 

Cost  Live»tocfc-C/B 

595,000 

595,000 

595,000 

595,000 

595,000 

595.000 

Cost  Livestoch-f/C 

198,000 

198,000 

196,000 

196,000 

198,000 

198,000 

freight  - In 

9,500 

8,500 

8,500 

8,500 

8,500 

8,500 

freight  ' In  F/C 

1,500 

1,500 

1,500 

1,500 

1,500 

ftiyers  Covission 

0 

0 

0 

0 

Brand  Inspection 

1,000 

1,000 

1,000 

1,000 

1,000 

Other  cost  Nfg 

0 

0 

0 

0 

Bdi  I Container  Cost 

8,500 

8,500 

8,500 

8,500 

8,500 

8,500 

Freight  - Out 

9,180 

9,180 

9, 180 

9, 180 

9,160 

9, 180 

freight  - Out  F/C 

2,430 

2,430 

2,430 

3,430 

2. 430 

3,430 

CBS-Total 

837, 045 

836,045 

836,045 

836,045 

836,045 

836,045 

ft"Os*  Profit 

88,255 

99,255 

89,355 

99,355 

89,255 

89,255 

Pl«nt  EaprnsM 


Supervisors 

0 

• 

Naint  Engineer 

0 

0 

Ki 11  Floor 

10,571 

10,571 

Bone,Boi,  9iip 

15,269 

15, 369 

itechamc 

1,763 

1,763 

Cleanup 

1,175 

1,175 

28,775 

28,775 

7,194 

7,194 

IfiDft- Inspector 

• 

0 

Repairs  1 Naint 

5,000 

5,000 

Ut il it les 

4,500 

4,500 

Laundry 

500 

500 

Tools 

1,000 

1,000 

Cle«>up  1 Supplies 

7,000 

7.M0 

0 

0 

2,0W 

3,000 

Total  Plant  Expense 

55,969 

55,969 

0 

0 

• 

0 

0 

0 

0 

0 

10,571 

10,571 

10,571 

10,571 

15,369 

15, 369 

15,369 

15,369 

1,763 

1,763 

1,763 

1,763 

1,175 

1,175 

1,175 

1,175 

28,775 

28,775 

28,775 

28,775 

7,194 

7,194 

7,194 

7,194 

1 

0 

0 

I 

5,000 

5,000 

5,000 

5,000 

4,500 

4,500 

4,500 

4,500 

500 

500 

500 

500 

1,000 

1,000 

1,000 

1,000 

7,000 

7,000 

7,000 

7,000 

0 

0 

1 

0 

2,000 

3,000 

2.M 

2,000 

55,969 

55,969 

55,969 

5,969 

o 


Nunljn*  Piciilng  PUnt 
Projected  Ircwne  Stateient 


fel loHStone  - 

- 35/tOe  lbs. 

field  50S 

feo  87 

Mar  87 

Apr  87 

Kay  87 

Jun  87 

Jul  87 

Total 

643, 6M 
236, 800 

28,900 

17,000 

643,600 

226.800 

28,900 

17,000 

643,600 

226,800 

28,900 

17,000 

643, 6M 
226,800 

28,900 

17,000 

643,600 

336,800 

28,900 

17,000 

643, 6M 
236,800 

28, 900 
17,000 

7,711,200 

2,731,600 

346,800 

204,000 

915,300 

915,300 

915,300 

915,300 

915,300 

915,300 

10,963,600 

70,000 

70,000 

/0.O00 

70,000 

70,000 

'0,000 

770,000 

0 

0 

0 

9 

0 

0 

i 

595,000 

595,080 

595,000 

595,000 

595,000 

595,000 

7,310, 000 

198,000 

196,000 

196,000 

198,000 

198,000 

196,000 

3,376,000 

71,000 

70,000 

70,000 

70,000 

70,000 

70.000 

840, 000 

0 

0 

9 

0 

0 

0 

0 

595,000 

595,000 

595.000 

593,000 

395,000 

595,000 

7,140,000 

198,000 

196,000 

196,000 

198,000 

198,  on 

198,000 

2,376,000 

8,500 

6,500 

8,500 

8,500 

8,500 

8,500 

103,000 

1,500 

1,500 

1,500 

i,5n 

1,500 

1,500 

18,000 

0 

9 

9 

0 

9 

0 

0 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

13,000 

0 

0 

0 

0 

0 

0 

0 

8,500 

8,500 

B,5n 

8,5n 

8,500 

8,500 

102,000 

9, 160 

9, 180 

9,180 

9,1M 

9, 180 

9,180 

110,160 

2, 430 

2, 430 

2,430 

3,430 

2,430 

2,430 

29,  IW 

826,045 

826,045 

826.045 

826,045 

826,045 

826,943 

9,913,540 

99.255 

89,355 

89,255 

89,255 

89,255 

89,255 

1,070,060 

1 

0 

0 

1 

1 

0 

0 

0 

0 

9 

0 

0 

0 

0 

10,571 

10,571 

10,571 

11,571 

10,571 

10,571 

126,846 

t%369 

15,269 

15,369 

13,369 

13,269 

13,369 

183,322 

1,763 

1,763 

1,763 

1,762 

1,763 

1,763 

21,141 

1,175 

1,175 

1,175 

1,173 

1,175 

1,175 

14,094 

28,775 

28,775 

38,775 

28,775 

28,775 

28,775 

343,303 

7,194 

7,194 

7,194 

7, 194 

7, 194 

7,194 

8b,  326 

0 

0 

9 

0 

0 

1 

0 

5,000 

5,000 

5,  on 

9,  on 

5,  on 

3,  on 

SO,  001 

4,500 

4,500 

4,5n 

4,sn 

4,5n 

4,500 

54,000 

500 

500 

500 

300 

5n 

5n 

6,000 

1,000 

1,000 

1,000 

i,in 

I,0M 

1,000 

12,  on 

7,000 

7,  no 

7.  on 

7,  on 

7,000 

7, no 

84,000 

1 

0 

0 

0 

0 

1 

0 

2.  no 

2.  no 

3,  on 

3,  on 

3,  on 

24,  m 

55,969 

55,969 

53, 969 

55,969 

35,369 

55,  %9 

671,639 

Sfllin^  t lUaimstritivr  Ejip»r»M 


Pi^rt  lUiwfer 

J,  3J3 

3,333 

3,333 

3,313 

3,333 

3,333 

Offict  N^9«r 

a»M3 

2,i8J 

2,863 

2,163 

2,863 

2,  B6I 

ClP'ks 

2.5M 

2.580 

2,588 

2,510 

2,588 

Plant  Supervisor 

2,5M 

2,5M 

2,588 

2,388 

2,388 

2,588 

Buyer 

1 

8 

1 

1 

8 

1 

Yartl  People 

1 

1 

8 

8 

8 

1 

Total  Latnr 

1«,4I6 

18,416 

18,416 

18,416 

18,416 

18,416 

Payroll  Taies  ( Bereft 

2.6»4 

2,684 

2,684 

2,684 

2,684 

2,604 

Bad  Otdts 

%15J 

^,153 

1,153 

9,133 

9, 153 

9, 153 

OeiTiCiation 

12, IM 

12,888 

12,888 

12,888 

12, 0M 

12,888 

Interest 

ia,4M 

18,488 

18,488 

18,488 

11,488 

18, 488 

Legal  < Pccoviting 

2,5M 

2,508 

2,588 

2,3M 

2,388 

2,588 

Insurance 

i,iw 

3,888 

3,888 

3,888 

3,808 

3,8W 

Tain  - Property 

e,m 

2,888 

2.888 

2,888 

2,088 

2,808 

Telephone 

i,a« 

1,888 

1,888 

1,888 

1,688 

Supplln 

1,«M 

1,888 

1,888 

1,888 

1,888 

1,888 

Nisc  Eapenses 

UBM 

1,888 

1,888 

1,888 

1,808 

1,888 

Total  Selhnq  1 Adein 

35,873 

33,873 

33,873 

33,873 

33,673 

33,873 

Total  Eapenses 

m,a4^ 

m,84^ 

111,842 

111,842 

111,642 

111,642 

Profit  Before  Inco«  T 

(23,5871 

(22,587) 

(22,367) 

(22,387) 

(22,367) 

(22,367) 

Incoae  Fain 

• 

• 

1 

8 

8 

8 

*let  Profit 

(23,587) 

(22,367) 

(22,567) 

(22,367) 

(22,567) 

(22,367) 

o 


o 


3,333 

3,iU 

3,333 

3,333 

3,333 

3,333 

39,996 

2,863 

2,863 

2,063 

2,063 

2,883 

2,863 

24,996 

2,388 

2,588 

2,500 

2,580 

2,588 

2,588 

38,088 

2,388 

2,588 

2,508 

2,308 

2,588 

2,588 

38,088 

8 

1 

• 

8 

8 

• 

1 

8 

8 

8 

8 

8 

8 

1 

18,416 

18,416 

18,416 

18,416 

18,41b 

18,416 

124,992 

2,684 

2,684 

2,684 

2,684 

2,684 

2,684 

31,246 

9, 153 

9,153 

9,153 

9, 153 

9,153 

9, 153 

189,636 

12,808 

12,108 

12,801 

12,808 

12,880 

12,088 

144,888 

18,488 

18,488 

18,400 

10,488 

10,488 

10,488 

124,888 

2,588 

2,588 

2,500 

2,508 

2,588 

2.508 

30,000 

3,888 

3,888 

3.IM8 

3,088 

3,088 

3,088 

36,888 

2,088 

2, 008 

2,088 

2,888 

2,088 

2,088 

24,088 

1,688 

1,688 

1,608 

1,608 

1,688 

1,688 

21,688 

1.888 

1,088 

1,088 

1,088 

1,088 

1,088 

12,088 

1,888 

1,880 

1,080 

1,188 

1,818 

1,088 

12,008 

33,873 

35,673 

55,673 

33,673 

55,873 

55,673 

678,476 

111.642 

111,642 

111,642 

111,642 

111,642 

111,842 

1,342,105 

(22,587) 

(22,567) 

(22,367) 

(22,367) 

(22,567) 

(22,5671 

(272,845) 

8 

1 

8 

1 

8 

8 

1 

(22,567) 

(22,567) 

(22,567) 

(22,587) 

122,567) 

(22,567) 

1272,845) 

o 


o 


o 


o 


S^ln'CoH/BullS 

Uttle 

S4lM-+<ides 

SilwHJffal 

roUi  Sdln 

Cost  of  Goods  Sold 


k|ln  Inventory -C/B 
-F/C 

Purcfwss  -C/B 
-f/C 

Ending  If»v*Mory-C/B 
-f/C 

Cost  Livestock-C/B 
Cost  Ljv#stock-f/C 

Frtight  ' In 
frtight  - In  F/C 
^yvrs  CoHission 
8r«>l  Inspection 
Other  cost  Wfg 
Boi  < Container  Cost 
Freight  - Out 
Freight  - Out  F/C 

CBS-Total 

Gross  Profit 

PUnt  Expenses 

Supervisors 
Neint  Engineer 
Kill  Floor 
Bone, Boa,  Slip 
itechanic 
Cleanup 


UBOO-  Inspector 
Repairs  I Haint 
Utilities 
Laundry 
Tools 

Cleanup  I Supplies 


Total  Plant  Eipense 


huntana  PacNing  Plant 


APPl-NIUX 

A-.S 

Projected  ireoee  Stateeent 

Tellotfstone  - Cost 

3J/1W  lbs 

Yield 

Oug  8G 

Sep  dG 

Oct  8G 

Nov  86 

Dec  86 

Jan  87 

Ftb  87 

Mar  87 

Apr  87 

Nay  87 

Jun  87 

Jul  87 

total 

63J,322 

633,332 

633,332 

633,333 

633,333 

633,333 

633,332 

633,333 

633,332 

633,322 

633,322 

7,479,864 

326, 8M 

336,  diM 

336,  aw 

326.8W 

336,  aw 

326,800 

336,  aw 

326,800 

226, 8W 

326,800 

2,721,bW 

^8,9«• 

36,  SW 

28,  IW 

38,  SW 

38, 9W 

38,  m 

38, 9W 

38,900 

36, 9W 

38,  m 

36, 9W 

36, 9W 

346,800 

17, M9 

17, 8M 

l7,Wi 

17, 8W 

17, UN 

17, W8 

17, W8 

17, 8W 

17,W0 

17,000 

17, 0W 

17,000 

204,000 

8%,  103 

8%,  633 

a%, 

896,  C2 

896,132 

896,133 

8%,  023 

896,  «?3 

8%,  033 

8%,  032 

896,032 

896,032 

10,  7^,364 

0 

• 

66,000 

0 

66,000 

0 

66, 0W 
0 

66,000 

0 

66, 0W 

0 

66,000 

0 

66. 0W 

1 

66, 0W 

0 

66,  IW 

0 

66, 0W 

0 

66,000 

0 

736, 0W 

• 

637, 0W 

561, 0W 

561,000 

561, 0W 

561,000 

561, 0W 

561,000 

561,000 

561, 0W 

561, 100 

561. 0W 

561,000 

198, 0W 

(96, 0W 

196, 0W 

198, 0W 

198,000 

198,000 

196, 0W 

196, 0W 

198, 0W 

198, 0W 

198, 0W 

3i376il00 

66, 0W 

66, 0W 

66, 0W 

66, 0W 

66,000 

66,000 

66, 0W 

66, 0W 

66,  IW 

66, 0W 

66, 0W 

792,000 

• 

0 

0 

0 

0 

0 

0 

0 

• 

1 

0 

0 

S61,0W 

561,000 

561, 0W 

561, 0W 

561, 0W 

561, 0W 

561, 0W 

561, 0W 

561, 0W 

561,000 

• 561. 0W 

561, 0W 

6,732,000 

198,  0W 

198, 0W 

196, 0W 

198, 0W 

198, 0W 

196, 0W 

198, ew 

198,  W0 

198,000 

196,  W0 

198,  IW 

198,000 

3,J76,iW 

9,^ 

8,5W 

a,5w 

a,5w 

a,5W 

8,5W 

a,5w 

8.500 

a,5w 

a.sw 

8,5W 

8,5W 

103,000 

I,SW 

1,5W 

l,SW 

I.5W 

1,500 

1,500 

1,5W 

l,SW 

1,5W 

1,500 

1,500 

1,5W 

18, 0W 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1,IW 

1,000 

i.iw 

1.W0 

1,IW 

1,000 

t,0W 

1,0W 

l,W0 

1,0W 

1,IW 

l,0W 

12.  IW 

0 

0 

0 

• 

0 

0 

0 

• 

1 

0 

1 

0 

1 

8,500 

8,500 

8,5W 

8,SW 

S,5W 

8,5W 

8,5W 

8.5W 

8.5W 

8,5W 

a,5w 

8,500 

102,  IW 

8,906 

8,905  ■ 

8,905 

8,905 

8,9CS 

a,9» 

8,905 

8,905 

8,9K 

8,9n 

8,905 

0,905 

116,855 

3,430 

3, 430 

2,430 

2.430 

3,430 

2,430 

2,  430 

2,430 

3,430 

2, 430 

3, 430 

2, 430 

39,160 

793, 734 

791,734 

791,724 

791,724 

791.724 

791,724 

791,724 

791,724 

791,724 

791,724 

791,724 

791,  724 

9,501,684 

113,390 

104,396 

104,396 

104,390 

104,398 

104,298 

104,398 

104,298 

104,396 

104,298 

104,396 

104,390 

1,350,580 

1 

0 

0 

0 

0 

0 

0 

1 

1 

1 

1 

0 

1 

0 

0 

0 

0 

0 

0 

1 

• 

0 

1 

• 

0 

1 

10,671 

10,571 

10,571 

10,571 

10,571 

10,571 

10,571 

10,571 

11,571 

10,571 

10,571 

10,571 

136,846 

ID, 369 

15, 369 

15,369 

15,369 

15,369. 

15,269 

15,369 

15, 269 

15,369 

15,269 

15,369 

15,369 

183,322 

1,762 

1,763 

1,763 

1,762 

1,  762 

1,762 

1,763 

1. 763 

1,762 

1,763 

1, 762 

31, 141 

1, 175 

1, 175 

1,175 

1,175 

1,175 

1,1/5 

1,175 

1,175 

1,175 

1,175 

1,175 

14,094 

28,  775 

36,775 

28,775 

38,775 

28,775 

28,775 

28,775 

38,775 

38,775 

38,775 

29,775 

28,775 

343, 303 

7, 194 

7,194 

7,194 

7, 194 

7,194 

7, 194 

7,194 

7,194 

7, 194 

7,194 

7,194 

7,194 

36,326 

0 

0 

1 

1 

1 

0 

0 

0 

• 

0 

9 

0 

S,0W 

5.IW 

5,W0 

5,0W 

S,0W 

5.0W 

5,0W 

S.0W 

5,0W 

5,0W 

5,0W 

5,000 

60, 0W 

4.SW 

4,500 

4,SW 

4.5W 

4,5W 

4,5W 

4,5W 

4,500 

4,5W 

4,SW 

4,5W 

4,500 

54, 0W 

500 

500 

5W 

5W 

5W 

5W 

500 

500 

500 

sw 

5W 

5W 

6,0W 

I,0W 

1,000 

1,0W 

1,0W 

1,0W 

1,0W 

1,0W 

1,000 

1,000 

1,0W 

1,0W 

1,100 

13,000 

7,0W 

7,0W 

7,0W 

7.0W 

7.0W 

7,0W 

7,iw 

7,0W 

7,0W 

7,0N 

7,0W 

7,0W 

84,001 

0 

0 

0 

i 

• 

0 

0 

1 

1 

• 

8 

0 

0 

2,0W 

z,m 

2,m 

2,0W 

2,000 

2,IW 

2,000 

2,0W 

2,000 

^,m 

2.0W 

3,000 

24,  IW 

55,969 

55,969 

55,969 

55,969 

55,969 

55,969 

55,  %9 

55,969 

55,969 

55,  %9 

55.969 

55,  %9 

671,629 

S«llin9  ^ Wainistr^tivv  Eipvnses 


Plant  Kiiwger 

3,333 

3,333 

3.333 

3,333 

3,333 

Officv  Pbrui9«r 

2,883 

2,003 

2,063 

2,083 

2,083 

Clerks 

2.5M 

2,500 

2,500 

2,500 

2,500 

Plant  Supervisor 

2,500 

2,500 

2,500 

2,500 

2,500 

Bui«r 

0 

0 

1 

0 

0 

VartJ  People 

1 

0 

0 

0 

0 

Total  Labor 

10,416 

10,416 

10,416 

10.416 

10,416 

Payrol 1 Taies  < Bereft 

2.604 

2,604 

2.604 

2,604 

2,604 

Bad  Debts 

a,%0 

a,%0 

8,%0 

6,%0 

8,%0 

Oeireciation 

12,000 

12,000 

12,000 

12,000 

12,000 

Interest 

10, 

10,400 

10,400 

10,  400 

18,  400 

l^gal  1 Accounting 

2,500 

2, 500 

2,500 

2,500 

2,500 

Insurance 

3,000 

3,000 

3,000 

3,000 

3,000 

Taies  - Property 

2,000 

2,000 

2,000 

2,000 

2.000 

Telephone 

1,B00 

1,800 

1,800 

1,800 

1,600 

Supplies 

1,000 

1,000 

1.0M 

1,000 

1,000 

Nisc  Eipenses 

1,000 

1,000 

1,000 

1,000 

1,000 

Total  Selling  1 Adein 

53,600 

53,660 

53,660 

53,680 

55,680 

Total  Eipenses 

I1I,64S 

111.64S 

U1.64S 

111,643 

111,643 

Profit  Before  (ncoee  T 

(B,351l 

(7,351) 

(7,351) 

(7,351) 

(7,351) 

Incoee  Taiet 

0 

0 

0 

0 

0 

Net  Profit 

(8,351) 

(7.351) 

(7,351) 

(7,351) 

17,351) 

1, 

2, 

a, 


i*. 


12. 

10. 

2, 

3, 

2, 

I, 

I, 

1. 


S3, 688 
111,64^ 
(7.J3I) 

I 

(7,3511 


o 


o 


1 1 IS  f i lial ^ 


3,333 

3,333 

3,333 

3,333 

3,333 

3, 333 

33,3% 

2,083 

2,083 

2,083 

2,063 

2,083 

2,083 

24,3% 

2,500 

2,500 

2,500 

2,500 

2,500 

2, 560 

38,000 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

30,000 

0 

0 

• 

0 

i 

i 

0 

0 

0 

0 

0 

0 

0 

0 

10,416 

10,416 

10,416 

10,416 

10,416 

10,416 

124,332 

2,604 

2,604 

2,604 

2,604 

2, 604 

2,604 

31,240 

6,360 

8,360 

3,360 

a,  360 

3,360 

8,360 

107,523 

12,000 

12,000 

12,000 

12,000 

12,000 

12,000 

144,000 

10,400 

10,400 

10,400 

10,400 

10, 400 

10,400 

124,600 

2,500 

2,500 

2.500 

2,500 

2,500 

2,500 

30,000 

3,000 

3,000 

3,000 

3,000 

3,000 

3,000 

36,000 

2,000 

2,000 

2,000 

2,000 

2,000 

2,000 

24.000 

1,800 

1,800 

1,600 

1,600 

1,300 

1,600 

21,600 

1,000 

1,000 

1,000 

1,000 

1,000 

1,000 

12,000 

1,000 

1,000 

1,000 

1,000 

■ 1,000 

1,000 

12,000 

53,680 

S^680 

55,680 

55,680 

55,680 

55,680 

668,163 

111,643 

111,643 

111,643 

111,643 

111,643 

111,643 

1,333,  731 

(7,3311 

(7,351) 

(7,351) 

(7,351) 

(7,351) 

(7,351) 

183,212) 

0 

0 

0 

1 

0 

0 

0 

(7,3511 

17,3511 

(7,351) 

(7,351) 

(7,351) 

(7,351) 

(83,212) 

o 


APPFNUIX  A-'^ 


(*nq  36 

5eo  as 

S4lrs-('uH/BuI  Is 

623,322 

623,322 

Sdles  f dt  Cdtt le 

226, 300 

226,390 

Sj1»s-Hi(}*s 

28,  -m 

28,  m 

Sdles'Of Ta] 

17,  m 

17.000 

7ot4i  Sdles 

396,022 

896, 022 

Cent  of  3o«J«  Sold 


fte|in  in«fentory-C/B 

0 

78,009 

-F/C 

0 

0 

Pupcftis#  -C/0 

665.000 

595,  »0 

•f/C 

198,000 

198,099 

Ending  Invtntory-C/0 

79,099 

70,000 

-f/C 

0 

0 

Cost  Livestock-C/B 

595,000 

5^,000 

Cost  Liv#stock-f/C 

198,000 

196,  M 

Freight  - In 

9,500 

8,500 

Fr.igm  - In  F/C 

1,500 

1.509 

^yvrs  Coaiission 

0 

1 

^ind  Inspection 

1,000 

1,009 

Other  cost  Nfg 

0 

0 

9oi  1 Container  Cost 

3,500 

8,509 

Freight  - Out 

8,905 

8.905 

Freight  - Out  F/C 

2,  430 

3, 439 

CBS-Tolai 

826,  724 

825,724 

Bross  Profit 

69,290 

70,290 

Pl^nt  Expenses 


Supervisors 

0 

0 

Kiint  Engineer 

1 

0 

Kill  Floor 

11,571 

10,571 

Bone,  Bo«,  9iip 

15,269 

15, 269 

fcchjnic 

1.762 

1,762 

Cleanup 

1,175 

1,175 

28,775 

28,775 

7,194 

7,194 

USIW- Inspector 

0 

0 

Pepuirs  1 Haint 

5,000 

5,000 

Utilities 

4,509 

4,500 

Laundry 

509 

500 

Tools 

1,000 

1,000 

C1.«»I0  « SuppliM 

7,000 

7,000 

1 

1 

2,««* 

2,000 

Tot^l  PUnt  Eipense 

55,  %9 

55, 969 

Oct  36 

Nov  86 

Dec  86 

Ur>  87 

623,322 

226,300 

28,909 

17.000 

623,322 
.26, 300 
28,900 
17, 009 

623,322 

226,300 

26, 900 
17.000 

623,322 

226.300 

28.900 

17.000 

896,022 

896,022 

896,022 

8%,  022 

79,000 

70.009 

70,000 

70,009 

0 

0 

0 

0 

595,000 

595,  M9 

595,000 

595,099 

196,009 

196,090 

196,000 

196,000 

70.009 

70,000 

70.000 

70,009 

0 

0 

0 

0 

595,000 

595,009 

595,000 

595,000 

198,000 

198,099 

198,000 

198,080 

3,500 

8,500 

8,500 

8,500 

1,500 

1,509 

1,500 

1,500 

0 

0 

e 

0 

1,000 

1,000 

1.000 

1,080 

0 

9 

0 

0 

8,509 

8,500 

8,500 

8,500 

8,995 

8,905 

8,905 

8.905 

2,438 

2, 439 

2,430 

2, 430 

825.  724 

825,  724 

825,724 

825,724 

70,296 

70,298 

70,290 

70,296 

0 

0 

1 

0 

0 

1 

• 

0 

10,571 

10,571 

10,571 

10,571 

15,269 

15, 269 

15,269 

15,269 

1,762 

1,762 

1,  762 

1,  762 

1,175 

1,175 

1,175 

‘ 1,175 

28,775 

28,775 

26,775 

28.775 

7,194 

7,194 

7,194 

7,194 

0 

0 

0 

0 

5,000 

5,000 

5,009 

5,000 

4,510 

4,500 

4,518 

4,500 

500 

500 

508 

580 

1,000 

1,000 

],0M 

1,000 

7,000 

7,IM 

7,000 

7,000 

0 

0 

0 

0 

2,000 

2,000 

2,180 

2.000 

55, 969 

55,  %9 

55,  %9 

a,%9 

o 


'<0nt4Oj  i^4CM;nq  iMjnl 

Ejected  Iftcuw  Stjte«ent 
fellonstonc  - 35/lW  lbs  Virid  ♦a.!)* 

Eeb  07  Kar  87  i^pr  87 


'<*V  B7  Jun  37 


Jul  87 


6a J, 322 
22S,8« 
2fl,900 
i7.Me 

8%,i22 


78,  Me 

e 

595,  Me 
i%,eee 
Tf.eee 
e 


595,  eee 
198,880 

8,500 

1.590 

8 

1.090 

0 

8.590 
8,993 
2, 439 


823,724 


79,298 


8 

I 

10,571 

13,269 

1,762 

1,175 

28,775 

7,194 

0 

5,090 

4,599 

599 

1,099 

7,009 

0 


55,969 


623,322 

226,390 

26,900 

17,088 

623,322 
226,300 
28,  300 
17,000 

623,322 

226,300 

28,900 

17.009 

623,322 
226,300 
28,  300 
17.000 

b23,322 

226,300 

28.900 

17,099 

896,022 

896,022 

8%,  022 

896,022 

8%,  022 

70.000 

70,000 

70,000 

70,000 

70,000 

0 

0 

0 

0 

0 

595,000 

595,000 

595,  M0 

595,000 

595,000 

196,000 

198,000 

196,000 

138,000 

196,000 

78,009 

70,000 

70,000 

70,009 

70,000 

0 

0 

0 

0 

0 

595,000 

595,000 

595,000 

535,009 

595,000 

196,000 

198,080 

198,098 

.196,090 

198,000 

6,500 

8,500 

8,509 

8.508 

8,500 

1,508 

l,5M 

1,599 

1,589 

1,500 

0 

0 

0 

0 

0 

1,000 

1,000 

1,009 

1,000 

1,000 

f 

0 

0 

• 

0 

6,509 

8,500 

8,509 

8,500 

8,590 

8,995 

8,995 

8,905 

8,305 

8,995 

2,  438 

2, 439 

2, 438 

2, 439 

2,439 

325,  724 

825,724 

825,724 

8^^7^4 

325, 724 

79,298 

79,298 

70,298 

79,290 

70,298 

0 

• 

0 

0 

0 

1 

0 

0 

0 

0 

19,571 

10, 571 

19,571 

10,571 

10,571 

15,269 

15,269 

15,269 

15,269 

15,269 

1,762 

1,762 

1,762 

1,762 

1,762 

1,175 

1,175 

1,175 

1,175 

1,175 

28,775 

28,775 

28,775 

28,775 

28,775 

7,194 

7,194 

7,194 

7,194 

7,194 

1 

0 

i 

1 

0 

5,908 

5,  aw 

5,899 

5,009 

5,009 

4,509 

4,500 

4,500 

4,590 

4,599 

508 

500 

599 

590 

590 

1,088 

1,000 

1,999 

I.0M 

1,000 

7,080 

7.090 

7,999 

7,000 

7,000 

0 

I 

1 

0 

1 

2,080 

2,  aw 

2,999 

2,000 

2,000 

55,969 

55,969 

55, 969 

55,969 

55, 969 

Totj] 

7,  479.364 
2,  721,  bM 

346,300 

294,000 

10,  752,264 


770.000 
0 

7.210.000 

2.376.000 

340.000 
0 


7,140,000 

2.376,091 

103,090 

18,099 

0 

12,000 

0 

192.000 

106,853 

29,160 

9, 909,684 

842,580 


0 

$ 

126,846 

183,222 

21,141 

14,994 

345,393 

86.326 

0 

68,000 

54.000 

6,000 

12.000 

84.000 
I 

24.000 


671,629 


Seilinq  I Ad«inis(rdtive  txpertse^ 


PWnt  Njtwq^r 

J.iiJ 

3,333 

3. 333 

3,333 

3,333 

3, 333 

Office  Njruqtr 

2,MJ 

2,883 

2,863 

2,863 

2,863 

Clrrks 

2,5M 

2,5M 

2,588 

2,588 

2,588 

Pl^nt  Supervisor 

2,5M 

2,588 

2,588 

2.588 

2,588 

Buyer 

• 

1 

8 

8 

8 

Yard  People 

• 

1 

1 

8 

8 

8 

fotil  Ldbor 

18,416 

18.416 

18.416 

18,416 

Payroll  Tjies  1 Berefi 

a,b«4 

2,  b«4 

2, 684 

2.684 

2,o84 

2,684 

Bari  Debts 

8,  )b8 

8,'^ 

8,%8 

d.%8 

6,968 

a,%8 

Qeprei'iat  ion 

1^,«M 

12, 

12, «8 

12,888 

12,888 

12,888 

Interest 

li,  4W 

18, 4W 

18,488 

18,488 

18,488 

18, 488 

Leqal  1 Ik'counting 

2,^ 

2,5W 

2,588 

2,588 

2,588 

2,588 

Insurance 

J,ae0 

3,M0 

3,888 

3,088 

3,888 

3,888 

Ta«es  ■ Property 

e,m 

2,A8 

2,8W 

2.088 

2,888 

2,888 

Telephone 

i.diM 

1,8M 

1,888 

1,688 

1,688 

1,688 

Supplies 

l.«0H 

[,«M 

1,888 

1.888 

1,888 

1,888 

Hisc  Expenses 

i,M0 

i,wi 

1,888 

1,888 

1,888 

1,888 

Total  Sellirq  ( Adam 

SS,&M 

55,&68 

55,668 

55,668 

55,668 

55.668 

Total  Expenses 

lll,b49 

11I,M9 

111,649 

111,649 

111,649 

111,649 

Profit  Before  Incoae  T 

(♦2,3511 

(41,3511 

(41,351) 

141,3511 

(41,351) 

(41,351) 

Inroee  Taxes 

1 

• 

8 

8 

• 

8 

Net  Profit 

(♦2,351) 

(41,3511 

(41,351) 

(41,3511 

(41.351) 

(41,351) 

o 


o 


3,333 

3. 333 

J,J33 

3,333 

3,333 

J,  333 

39.9% 

2.883 

2,063 

2,083 

2,863 

2,863 

2,863 

24,9% 

2,588 

2,588 

2,508 

2,500 

2,508 

30,888 

2,5M 

2,580 

2.508 

2,508 

2,508 

2,508 

30,008 

0 

0 

8 

8 

8 

8 

8 

8 

1 

1 

1 

8 

8 

8 

18,416 

10,416 

18,416 

18,416 

10,416 

18.416 

124,992 

2.684 

2,  b84 

2,004 

2, 684 

2.684 

2,604 

31,246 

6,968 

6,968 

6,968 

8,964 

8, '168 

a,  9b0 

I8/.52J 

12,  M8 

12,880 

12,888 

12,888 

12,808 

12,808 

144,008 

18,408 

10,488 

10,488 

18,408 

18,488 

10,488 

124.680 

2,588 

2,508 

2,508 

2.580 

2.508 

2,508 

38,008 

3,888 

3,088 

3,880 

3,808 

3,088 

3,880 

36,  H8 

2.088 

2,088 

2.888 

2,800 

2,008 

2,888 

24,088 

1,688 

1,688 

1,688 

1,688 

1,680 

1,888 

21,608 

1,880 

1,888 

1,888 

1,888 

1.088 

1.888 

12,088 

1,088 

1,888 

1.888 

1,008 

1,088 

1,018 

12,088 

55,660 

55,660 

55,660 

55,660 

*55,660 

55,t>6l 

666,163 

111,649 

111,649 

111,649 

111,649 

111,649 

111,649 

1,339,791 

141,351) 

(41,351) 

(41,351) 

(41,351) 

141,351) 

(41,351) 

(497,212) 

8 

8 

0 

0 

1 

8 

8 

(41,351) 

(41,3511 

(41,351) 

(41,351) 

(41,351) 

(41,351) 

(497,212) 

o 


PCTEKTIAL  PACKING  PLANT 


o 


A[^pcndixes  A10-A12  show  three  years  of  possible 
operations  for  an  alternative  facility.  The  slaughter 
rates  are  varied  each  year  as  follows... 


Year  Slaugliter  Rate/Montli 

1 2400  cows/bulls 

600  fed  cattle 


2 


3000  cows/bulls 
1000  fed  cattle 


3 


4000  cows/bulls 
1200  fed  cattle 


Profit  margins  are  approximately  1.25%  in  the  first 
year  of  operations  to  1.67%  in  the  third  year  of  operations 
based  upon  net  income  / total  sales.  This  assumes  an 
aggressive  and  successful  marketing  program  for  the  red 
meat  from  fed  cattle  slaughter. 

Apjendix  A13  shows  an  initial  capital  need  of  $1 
million  in  long  term  debt  in  addition  to  $750,000  in  equity 
for  startup'.  Further  investments  of  $300,000  in  the  second 
year  of  operations  to  bring  the  inedible  rendering  system 
on  line  and  $200,000  in  the  third  year  to  expand  coolers 
and  freezers  are  shown.  Assuming  consistent  profitability, 
these  future  expenditures  can  be  covered  both  from,  casli  on 
hand  and/or  long  term  debt  financing. 

Three  years  of  operations  are  shown  to  demonstrate  the 
expansion  of  goals  in  both  slaughter  and  red  meat 


marketing  . 


o 


Ou|  tt 


SjIn-CoH/Bulis 

917,  ?« 

S«lr«-fa  CdtUo 

4SJ,6M 

Sjl#f -HidM 

S«lw-OfM 

a4.Mi 

foUl  SdiM 

Co«t  of  6ood«  Sold 


BOfin  Inwntory-C/B 

1 

-f/C 

• 

Pwrctvis#  -C/B 

C8.M 

-f/C 

3%,m 

Endinq  Invtnlory^/B 

-F/C 

• 

Co«t  L ivfitodf-C/B 

79P.M 

Cost  livotlock-f/C 

T%,M 

Froighl  - In 

13, M» 

Frtifhl  - In  F/C 

},m 

Buyon  Cowi«»iOfi 

f 

Br-«vl  InfpKtion 

I.SM 

Othtr  coot  Nfg 

• 

Boi  1 Cont4inrr  Cost 

12. 7M 

Freight  - Ogt 

12,  %• 

Frfifht  - (Xt  F/C 

4,864 

CES-Iotal 

1,231,444 

Grow  Profit 

186, S64 

PI«nt  Exponwf 
Suporvisors 

2,117 

Ndint  Engiimr 

4 

•U  11  Floor 

15, 261 

Bor«,Boi,  9>ip 

24,665 

%cti4nic 

1,  T62 

Clf^nup 

2,349 

UBOP- Inspnrtor 

46,%1 

11,744 

• 

Prpairs  1 igint 

6.844 

lAilitm 

Loundry 

1,544 

Tools 

2,8M 

Clt*)Up  1 Suppl  IM 

7,444 

Totsl  PUnI  Eipfnt* 

1,5M 

3,844 

84,241 

Sop  86 

Oct  86 

97,244 

147,244 

453,648 

453,644 

44,884 

44,844 

24,444 

24,884 

1,425,644 

66,484 

66,844 

8 

8 

7%,  844 

79,884 

316,484 

J%,8« 

66,844 

66,148 

8 

8 

79,844 

79,448 

316,844 

316,844 

12,444 

12,444 

3,844 

3,444 

8 

4 

1,514 

1,544 

8 

4 

12,754 

12,754 

12,164 

12,164 

4,864 

4,864 

IB7.3M  , 187, 3« 


2,117 

2,117 

8 

8 

15,269 

15,269 

24,665 

24,665 

1.762 

1.762 

2,349 

2,341 

46,%! 

46,161 

11,744 

11,748 

4 

8 

6,444 

6,148 

S94 

4,584 

1,544 

1,541 

i,m 

2,844 

7,444 

7,444 

I.M 

1.544 

3,444 

3,m 

84,241 

84,241 

APPENDIX  A- 10 


Hontainj  P^ctiin^  Pl^nt 
Projactfd  Incow  Stjtwent 
Poviibit  Pocting  PIjnt 


Nov  tt  Ok  K 

H7.2M  w,em 

453,6Hi  %3J,6M 

4«,8M 

2SM*  24,  «• 


l,42S,6M  l,425.6lf 


66,444 

66,844 

8 

4 

79,884 

79,444 

316,444 

316,844 

66,484 

66,444 

4 

• 

79,844 

79.444 

316,444 

3%,  444 

12,444 

12,444 

3,444 

3,iH 

8 

8 

1,548 

1,544 

8 

4 

12,754 

12,754 

12,164 

12,164 

4,864 

4,864 

1,234,444 

1,238,444 

187,564 

187,564 

2,117 

2,117 

• 

4 

15,261 

15,261 

24,665 

24,665 

1.762 

1, 762 

2,341 

2, 341 

46,161 

46,161 

11,744 

11,744 

4 

4 

6,W 

6,444 

^344 

4,544 

1,544 

1,544 

2,444 

2,94 

7,444 

1,544 

1,544 

i.M 

3.M4 

84,241 

44,241 

Jon  87 

Fob  87 

Nor  87 

Ppr  87 

Nor  B7 

Jun  87 

Jul  87 

Totol 

147,244 

453,644 

44,848 

24,444 

147.244 

453,680 

44,648 

24,848 

97,244 

453,644 

44,844 

24,144 

97,241 

453.644 

44.844 

24.844 

97,244 

453,644 

44,844 

24,444 

97,244 

453,684 

44,044 

24,844 

97.244 

*53,641 

44,844 

24,444 

14,886,444 

5,443.280 

481,648 

288,888 

1,425,644 

1,425,614 

1,425,644 

1,425,641 

1,425,644 

1,425,644 

1,425,644 

17,147,248 

66,844 

66,49 

66,19 

66,89 

66,89 

66,89 

66,89 

726,89 

4 

• 

1 

8 

8 

8 

8 

4 

79.444 

79,89 

79,19 

79,89 

79,89 

79,49 

79,89 

1,378,49 

3%,  484 

3%,  89 

3%,  49 

3%,  89 

3%.  89 

316,49 

3%,  49 

4,752,49 

66,844 

66,49 

66,49 

66,89 

66,89 

66,89 

66,49 

79,49 

1 

8 

8 

8 

8 

4 

4 

1 

79. 488 

79,89 

79,49 

79,89 

79,89 

79,49 

79,49 

1,344.49 

316,844 

3%,  09 

3%,  89 

3%,  49 

316.89 

3%,  89 

3%,  89 

4. 752,94 

12,088 

12,89 

12,49 

12,49 

12,89 

12,49 

12,89 

145,94 

3,«8 

3,49 

3,89 

3,49 

3,89 

3,49 

3,M 

36,49 

8 

8 

8 

1 

8 

4 

• 

4 

1,540 

1,59 

1,59 

1,59 

1,39 

1,39 

1,39 

18,89 

8 

8 

8 

4 

8 

4 

• 

8 

12,754 

12,754 

12,754 

12,754 

12,734 

12,754 

12,754 

153,98 

12,164 

12,964 

12,964 

12,  %4 

12,164 

12,164 

12,164 

155,524 

4,864 

4,864 

4,864 

4.864 

4,864 

4,864 

4,864 

56,324 

1,238,444 

1,238,444 

1,238,444 

1.238,444 

1,238,444 

1,238,444 

1,238,444 

14,857,49 

187,  »4 

187,564 

187,564 

187,364 

117, 3M 

117,564 

187,564 

2,241, 724 

2,117 

2, 917 

2,917 

2,117 

2,917 

2,117 

2,117 

35,144 

t 

4 

4 

4 

1 

1 

• 

4 

15,261 

15,261 

15,269 

15,261 

15,261 

15,261 

15,261 

183,222 

24,  bbS 

24,665 

24,665 

24,665 

24,665 

24,665 

24,665 

2«,  174 

1, 762 

1,762 

1,762 

1,762 

1,762 

1,762 

1. 762 

21,141 

2, 341 

2,341 

2,341 

2, 341 

2, 341 

2,341 

2,341 

28,19 

46,%! 

46,161 

46,161 

46,161 

46.161 

46,%! 

46,161 

3iJ,5M 

11,744 

11,744 

11,744 

11,744 

11,744 

11,744 

11,744 

144,882 

4 

8 

f 

8 

8 

1 

• 

f 

• 6,444 

6,49 

6,94 

6,89 

6,49 

6,89 

72,19 

4,544 

4,59 

4,39 

4,59 

4,39 

4,39 

4,59 

54,89 

1,544 

1,59 

1,59 

1,59 

1,39 

1,39 

1,39 

18,89 

2,444 

2,89 

2,09 

2,49 

2,89 

2,«M 

2.89 

24,89 

7,440 

7,89 

7,49 

7,49 

},m 

7,49 

7,89 

84,89 

1,544 

1,59 

1,39 

1,59 

1,39 

1,39 

1,59 

18,89 

3,444 

3,49 

3,49 

3,49 

i,m 

3,49 

3,89 

36,89 

84,241 

84,241 

84,241 

64,241 

84,241 

84,241 

64,281 

1,818,411 

o 


o 


) 


Selling  I £*pensw 


Pl«r>t  Irin^ger 

5.000 

5,000 

5,  J00 

5,000 

5,000 

5,000 

Office  fbnjgpr 

2,08J 

2,063 

2,063 

2,063 

2.063 

2,063 

Clerns 

1.  -50 

1.  .’50 

J.  750 

j,750 

3,  T>0 

3,  750 

PNnl  Supervisor 

2,500 

2,500 

2,500 

2,500 

2,501 

2,500 

Buyer 

0 

4 

4 

0 

0 

fjrtf  People 

• 

0 

9 

0 

0 

0 

TotJl  L4bor 

13,333 

13,313 

13,313 

13,333 

13,313 

13,333 

Peyrol  1 Tiies  | Benefi 

3,133 

3,313 

3,133 

3,133 

3,133 

J,  133 

Rad  Debts 

14.C-56 

14,256 

14,256 

14,256 

14,256 

14,256 

Depreciation 

12.M 

12,000 

12,000 

12,000 

12,000 

12,000 

Interest 

15,400 

15,400 

15,400 

15,400 

15,400 

IS, 400 

Leg4i  4 (^c'ounting 

3,500 

3,500 

3,500 

3,500 

3,500 

3,500 

Insurjnte 

3.000 

3,000 

3,000 

3,m 

3,000 

3,000 

files  Property 

2,500 

2,500 

2,500 

2,500 

2,500 

2,500 

felet0»one 

2,800 

2,800 

2,800 

2,800 

2,800 

2,800 

Suppl les 

2,000 

2,M0 

2,000 

2,000 

2,000 

2,000 

4iw  Enpenses 

1,750 

1,750 

1,750 

1,  T4 

1,  750 

!,750 

Totjl  Sel ling  1 Pdein 

71,372 

73,872 

73,0/2 

73,872 

73,872 

73,87? 

Total  Expenses 

150,073 

158,173 

158,173 

158, 073 

156,073 

156,073 

Profit  Before  Ircoee  T 

28,487 

29,487 

29,487 

29, 487 

29, 487 

29,487 

Incoae  fates 

11,395 

11,795 

11,795 

11,795 

11,790 

11,795 

Net  Profit 

17,09? 

17,692 

17,692 

17,692 

17,692 

17,692 

5,«M 

J.iMU 

i 

9 

IJ.iJJ 
J,  iU 

12,000 

IS,  m 

1, ym 

J,000 

2, «M 

1,,-S0 

U,  872 


5,000 

2,08J 
J.  'S0 

2,500 

4 

0 

13,X13 

J,J3J 

14,256 

12,000 

IS, 400 
J,500 

3.000 

2,500 

2,800 

2.000 

1,750 


73,872 

156,073 

29, 487 

11,795 


5,000 
2,06J 
J, /-50 

2.500 
0 
0 

13,313 

3,333 

14,256 

12,000 

15,400 

1.500 

3.000 

2.500 

2,800 

2.000 

1, 750 


73,872 

158,173 


29,487 


11,795 


5.000 
2,083 

2.500 

0 

0 

13,333 
3,133 

14,256 

12,  M0 

15,400 

3.500 

3.000 

2.500 

2,800 

2.000 

I,  750 

73,872 

158,073 

29, 487 

11,795 

17,692 


5.000 
2,083 
J.  ^ 

2.500 

I 

• 

13,133 

3,1U 

14,256 

12,000 

15,401 

3.500 

3.000 

2.500 
2,810 

2.000 

1,750 

73,872 

158,073 


29,487 

11,795 


17,692 


5.000 

2,0AJ 
3.  /*50 

2,500 
0 
0 

13,313 

3, 313 
14,. >56 
12, M0 
IS.  400 
3,  '>00 

3.000 

2,500 

2,800 

2.000 

1,750 

73,872 

158,073 

29,487 

. 11,?^ 


17,692 


158,073 

29,487 

11,795 

17,692 


17,692  17,692 


60,000 
24,  796 

45.000 

30.000 
0 
• 

159,9% 

39,999 

171,07? 

144.000 
184.801 

42.000 

36.000 
31.800 

33.1.00 

24.000 

21.000 

866,467 
1,096,878 
352, 842 
141,  U7 
211,705 


APPENDIX  All 


NontJfW  Pdchinq  P|«nt 
ProjtrtM  !nrow  St^ttMnt 
Po9«iblt  Pacliing  PUnt 


Pug  s; 

Sep  87 

Oct  87 

00V  87 

Dec  87 

Jen  88 

Feb  aa 

Her  88 

Apr  80 

Key  SB 

Jun  86 

Jul  86 

Totel 

SwIn-CoM/Bul  If 
Cattle 
Silvf-Nidn 
!dlef'0f  fdl 

756,  IM 

3(,iM 

JJ.M 

t.l34,BM 
736,  BM 
31, IM 
iJ,BM 

1,134, MB 
736,  BM 
31. MB 

U,MI 

I,134,0M 
736,  MB 
31, IM 
33,  IM 

I,134,IM 
736.  MB 
31, BM 
33,  MB 

I,I34,0M 
736,  MB 
31. BM 
33,  IM 

1,134, MB 
736,  MB 
31, MB 
33.  MB 

l,t3*,BM 
736,  BM 
31, BM 
33,  MB 

I,1J4,BM 
736,  BM 
31, BM 
33,  BM 

1.134.0M 
736,  MB 
SI,0M 
33,  BM 

I,I34,0M 
736,  IN 

33,  IM 

1,134,  BN 
736,  BM 
31, BM 
33,  BN 

13,6M,0M 
9,I72,0M 
612,  IM 
396,  BM 

^0(41  Salrf 

I.TTt.M 

1.974,BM 

I,?74,0M 

1,974,0M 

I,974,IM 

I,974,BM 

1,174,0M 

1,974, MB 

1.974.BM 

1,974,0M 

1,974,  MB 

I.974.BM 

23, 660.  BM 

Q>«t  of  Goodf  Sold 

Bp|ib  Inventory  C/B 

-f/r 

Purrhjs*  -C/B 
-f/C 

Ending  Inwntory  C/B 

^IZ 

B6.M0 

4 

791,  MB 
660,  Ml 
66, MB 
B 

66,  M0 

1 

990,  BB0 
661.  IM 

66,  BM 

1 

66,  Ml 

B 

990,  IM 

660,  MB 

66,  Ml 

B 

66, Ml 

1 

991,  MB 
660.  MB 

86,  MB 

1 

66,  MB 

1 

990,  MB 
660,  BM 
66.  BM 

• 

66,  BM 

1 

990.  BM 
660,  BM 
66,  MB 

1 

86, BM 

B 

990,  MB 
660,  IM 

66,  BM 

B 

66.  BM 

1 

99B.BM 

661,  MB 

66,  BM 

1 

66.  BM 

B 

990,  MB 
660,  MB 

66,  BM 

B 

66,  BM 

t 

990,  BM 

660.  BM 

66,  BM 

t 

66,  MB 

• 

990,  MB 
660, 0N 

66,  BM 

B 

66,  BM 

B 

?9B,BN 

66B,BM 

66,  IM 

B 

792,  BM 

B 

ll.BM.BM 
7.120,  MB 
792,  BM 

B 

Coft  Livfftoch  -C/B 
Cost  Liwftork  F/C 

SM.BM 
660,  IM 

991,  IM 
660,  IM 

990,  BM 
660,  IM 

990.  MB 
660,  MB 

990.  MB 
660,  BM 

990,  BM 
660,  BM 

990,  BM 
660,  BM 

990.  BM 
660.  BM 

990.  BM 
660,  IM 

990.  BM 
660,  IM 

990,  BM 
660,  BM 

99B.MB 

66B,IM 

11,B00,IM 
7,920,  MB 

Freight  - In 
Fr#»^e  - In  F/C 

Buyvri  CooBiffton 

13,100 

3.BM 

B 

13,  IM 

^M0 

• 

13,  IM 

3,  Ml 

I 

13,  MB 

3,  Ml 

13,  MB 

3.BM 

13, BM 

3,  MB 

13,  MB 

3,  MB 

I3.BM 

3,  MB 

13,  BM 

3.BM 

13,  BM 

3,0M 

I3,0M 

3,  BN 

13.  BM 

3,BM 

100, IM 
60,  BM 

8^«>d  Inspection 
Otl>er  cost  Hfg 

^,IM 

B 

a,M0 

1 

^,0M 

^.IM 

2.IM 

?,BM 

2.BM 

1 

2,  mb 

0 

2,BM 

0 

2.IM 

0 

2.BM 

B 

2.BM 

0 

24,  BM 

8ni  i Conteiner  Co«t 
Fr«igM  Out 
Fru^t  Out  F/C 

I7.BM 

16,?«0 

8.IM 

i7.BM 

I,1M 

I7.MB 
16, 3M 

8,1M 

17, MB 
16,  ^M 
S.IM 

17,BM 
16, 2M 

B,IM 

17.NB 
16,  ?M 

8.iM 

1 

17, BM 
16, 2M 

8,  IM 

1 

17, BM 
16, 2M 
a,IM 

0 

I7.0M 
16, 2M 
8,1M 

0 

17, BM 
16, 2M 
a,iM 

0 

17, BM 
16, 2M 

MM 

0 

17, BM 
16, 2N 

6,IM 

0 

204,  IM 

194, 4M 
77, 2M 

CBS-lotel 

I, 717, St 

l,7I7,J30 

1,717,331 

1,717.330  1 

1,717,330  1 

,717,330 

1.717,330 

1,717,330 

1,717,330 

1,717,330  1 

1.71 7,  JSB 

1,717,330 

20,6M,2M 

SroM  Profit 

PUnt  EaoTTftM 

^36,631 

^36,630 

^^6,630 

336,631 

336,630 

^^6,6^0 

236,630 

236,630 

236,630 

236,630 

236,630 

236,630 

3,079,6M 

SLpervi»or» 

2,917 

fUint  Engineer 

0 

4>ll  Floor 

24, 795 

Bune.Boi,  9iip 

32,623 

%cfienic 

1,936 

Clemip 

2,610 

64,900 

16,226 

UBW^Irwpector 

0 

9ep4in  1 Heint 

6.3M 

Utilitiee 

6.3M 

Leundry 

2.3M 

Tools 

3,  MB 

CImmp  4 Sypphte 

7,0M 

J,0M 

3,3M 

Totel  PUrB  Eupma 

113,131 

2,917 

2,917 

2,917 

0 

0 

0 

24,  7« 

24,713 

24,715 

32,623 

32,623 

32,623 

1,936 

1,130 

1.936 

2,610 

2,610 

2,610 

64,915 

W.VB 

16,226 

16,226 

16,226 

0 

B 

• 

6,3M 

&.3H 

&.M 

(,3M 

2.SM 

2,3M 

2.SM 

Jf  MB 

3,  BN 

3.IM 

7,0M 

7.0M 

i.000 

7,0M 

i.M 

J,0M 

3.W 

3,» 

3.M 

113,131 

113,131 

113,131 

2,917 

2,917 

2,917 

0 

0 

0 

24,775 

24,775 

24.713 

32,623 

32,623 

32,623 

1,936 

1,956 

1,936 

2,610 

2,610 

2,610 

M.W 

64,903 

64,110 

16,226 

16,226 

16,226 

0 

• 

0 

6,3M 

6.5M 

6.3M 

6,3»i 

6.3M 

(,3M 

2,3M 

2,3M 

3,0M 

3,0M 

3,  BN 

7,0M 

7,0M 

7.0M 

:i.Mi 

3,0M 

3,0M 

J.3W 

3,3M 

3,3N 

13,131 

113,131 

113,131 

2,917 

2,917 

2,917 

0 

0 

0 

24,775 

24,795 

24,775 

32,623 

32,623 

32,623 

1,936 

1,950 

1,906 

2,610 

2,610 

2,610 

64, 9T 

64.9K5 

64,  MO 

16,226 

16,226 

16,226 

0 

0 

0 

6,310 

i,3N 

6,3M 

6,3M 

S.3W 

2,3M 

2.3M 

2,3M 

3,0M 

3,0M 

1,0M 

7,0N 

7,0M 

7,0M 

3,BM 

i,M 

J.3M 

1.3W 

3.3N 

13,131 

113,131 

113,131 

2,917 

2,917 

0 

0 

0 

24,775 

24,  795 

297, 34B 

32,623 

32,623 

311, 3M 

l,M0 

1,951 

23,«90 

2,610 

2,610 

31,320 

64,90 

64,903 

778,634 

16,226 

16,226 

194,714 

0 

0 

0 

6.M 

6,3M 

76,  IM 

6,3« 

'»,••• 

2.3W 

2,3M 

Ji,IM 

i,m 

3,IM 

36,  IM 

7,0M 

7,  BN 

84,  MB 

3,0M 

3,IM 

36,  IM 

1.9M 

3,3M 

42,  IM 

113,131 

113,131 

1,337,366 

filing  1 i^rumst ' t V?  Uperv^ps 


'<drwi}«’r 
Offtct  Hjrwger 
Cifrhs 

Pl4nt  Suptrviftor 

8Uy«r 

Vard  Ptoplf 
Total  Labor 

Payroll  Iaie«  I Ej»r«ft 
Bad  Debts 
Dr(r«riation 
Interest 

legal  I •^''uuritmg 

Insurance 

Taaes  • Property 

Ttlepbonf 

SuppI lei 

*isc  t«p*f>S« 


c*?,6l3 


Monkifw  Packing  PUnt 


S41k-C43h/Bu1  l« 
SilM-fat  C4ttlt 
Sdln-flidrt 

Pug  86 

l,Sia,0M 

G8.M 

«a,IM 

Sep  66 

1, 512, MB 
9B7.2M 
64, MB 
44,  MB 

Oct  64 

I.5I2.9M 
9B7,.'BB 
66, 9M 
44,  IM 

Nov  66 

1,312,989 
997, 2M 
64, 9M 

44, 9M 

APPtNDIX  A- 12 

Dec  86  Jan  89 

1,312,999  l,3t2,M8 

997,290  997, 2M 

64,9M  68,M0 

44,M8  46, M9 

Projected  Incoee  Stateeent 
Possible  Packing  Plant 

Feb  89  Mar  89  ftpr  89 

1,512,009  1,5I2,9M  1,512,000 

907,208  907, 2M  907,200 

64, 9M  64, 0M  64, 9M 

44,000  44,0M  44, M0 

Nay  89 

1,512,000 
907,200 
64,900 
44, 0M 

Jun  69 

1,512,0M 
997, 2M 
66, 0M 
44, 9M 

Jul  89 

1,512, Ml 
907,200 
64,  M0 
46, 0M 

Total 

IB,144,M0 
10,886,  4M 
816,  M0 
5/6,  M0 

Tot^l  S«lM 

Co«t  of  Soods  Sold 

Brgin  Invtntory-C/B 

-F/C 

Purchas*  -C/B 
-F/C 

Ending  Ir>vtntory-C/B 

-F/C 

^,Si3,2W 

66,  M0 

• 

1,336,W9 
7%,6M 
66,  M 

6 

2,335,2IB 

66,  MB 

t 

1,32«,MB 
79e.9W 
66,  MB 

1 

2,333,218 

66, 9M 

9 

1,329,999 
792, 9M 

66,999 

9 

2,333,2M 

66,998 

9 

1,329,998 
792, 9W 
66, 9M 

9 

2,335,298 

66,  M9 

9 

1,328,090 
792, 0M 
66, 0M 

1 

2,535,200 

66,  M0 

0 

l,320,0M 
792,000 
66, 9M 

9 

2,533,200 

66,900 

9 

1,320,000 
792, 0M 
66,900 

0 

2,535,200 

66,000 

0 

l,320,0M 
792, 0M 
66, 9M 

9 

2,333,2M 

66,  M9 

0 

I,329,0M 
792,990 
66, 0M 

9 

2,535,2M 

66, 9M 

i 

1,320,000 
792, 0M 
66.000 

9 

2,533,290 

66, 0M 

9 

1,320,0M 
792, 9M 
66.990 

• 

2,535,2M 

66,  M0 

9 

1,320,090 
792, 9M 
66, 9M 

• 

J0,422,4M 

792,  Mi 

9 

1S.849,M0 
9,584,9M 
792. 9M 

9 

Co4t  Livntodt-C/B 

l,3a,6M 

1,32B,6BB 

1,328, 9N 

1,32B,9M 

1,320,9M 

1,320,000 

1, 320, 9M 

1,329,909 

1,329,909 

1,320,989 

1,320, 9M 

1,320,M0 

15,849,9M 

Co«t  Livtstoch-F/C 

7%,  MB 

792, IBB 

7%,  MB 

792,989 

792,000 

792,  M0 

792, 0M 

792,900 

792,909 

792.990 

792, 0M 

792,  IM 

9,S94,9M 

Frfigrtt  * In 

a*,  MB 

2B,BBB 

28, 9M 

28,998 

20, 0M 

28, 9M 

28,000 

20, 0M 

20,  M9 

20,100 

28, 0M 

20, 0M 

249,909 

Buy^  CoHission 

6.M 

1 

6,  IBB 

• 

6,9M 

9 

6,888 

f 

6,IM 

9 

6,9M 

9 

6,000 

• 

6,100 

0 

6,9M 

9 

6,0M 

9 

6.9M 

9 

6,9M 

9 

72, 9M 

9 

Brind  Inspection 
Other  cost  Hfg 

2,6BB 

i 

2,611 

• 

2,6M 

9 

2i6M 

8 

2,690 

0 

2,6M 

1 

2,6M 

0 

2,600 

0 

2,6M 

0 

2.6M 

9 

2,6M 

9 

2,6M 

9 

31, 2M 

9 

Boi  1 Contsiner  Cost 

22, IBB 

22,118 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

22,  IM 

265, 2M 

Freight  * Out 

21,6BB 

21,6BB 

21, 6M 

21, 6M 

21, 6M 

21, 6M 

21, 6M 

21, 6M 

21, 6M 

21. 6M 

21, 6M 

21, 6M 

239, 2M 

Freight  - Out  F/C 

9,  72B 

9,721 

9,728 

9, 728 

9<720 

9,728 

9, 720 

9,720 

9,720 

9,  729 

9,720 

9,729 

116,649 

CBS-Totil 

2, 199,244 

2,199,24» 

2,  199,248 

2,  199,248 

2,199,248 

2,199,248 

2,199,240 

2,199,240 

2. 199,240 

2,199,249 

2,  199,240 

2,199,240 

26,399,849 

Gross  Profit 

335,  %» 

333,961 

333,969 

333,968 

333,960 

335,968 

333,960 

333,960 

333,968 

335,960 

335,960 

335,960 

4,931,529 

Plsnt  Expenses 
Supervisors 

2,917 

2,917 

2,917 

2,917 

2,917 

2,917 

2,917 

2,917 

2,917 

2,917 

2.917 

2,917 

35,984 

2,4BB 

2,4BI 

2,4M 

2,4M 

2,** 

. 2,4M 

2,4M 

z.m 

2.4M 

2,4M 

2,4M 

2.4M 

28,  SM 

J(,  *13 

31,913 

38,913 

38,913 

38,013 

38,915 

30,915 

30,013 

30,913 

30,915 

30,013 

30,113 

368,188 

33,931 

33,939 

33,939 

33,938 

33,930 

33,939 

33,939 

33,930 

33,939 

33,930 

33,930 

33,930 

487,  160 

1,956 

1,150 

1,958 

1,956 

1,936 

1,954 

1,958 

1,958 

1,954 

1,958 

1,354 

1,956 

23,490 

Cleanup 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

3,913 

46,900 

75, 133 

75,135 

73,133 

75,133 

75,135 

75,133 

75,133 

75,133 

73,133 

73,135 

73,135 

73,135 

901,614 

U50A- Inspect  or 

ia,764 

16,744 

16,744 

18,764 

18,744 

16, 764 

16,764 

16,784 

16,764 

18, 764 

14, 764 

18,764 

223,484 

4, 167 

4,167 

4, 167 

4,167 

4, 167 

4,167 

4,167 

4, 167 

4, 167 

4,167 

4,167 

4,167 

50,984 

Pepsirs  1 Hsint 

e,3BB 

6,591 

6,SM 

8,3M 

a,3M 

8,589 

8,SM 

6,5M 

8,3M 

a,3M 

6,5M 

S,5M 

192, 9M 

Utilities 

8,3BB 

6,398 

6,398 

8,588 

a,3M 

8,508 

6,390 

6,SM 

8.5M 

4,SM 

6,SM 

8,500 

182,990 

Lsundry 

3,5» 

3,  SIB 

3,SM 

3,SM 

3,3M 

3,SM 

3,SM 

J.3W 

3,5M 

3,3M 

3,SM 

3,5M 

42,  IM 

Tools 

4,BBB 

4,  BIB 

4,9M 

4,988 

4.0M 

4,0M 

4,000 

4,000 

4.M9 

4,000 

4,0M 

4,M0 

44, 0M 

Cleanup  1 Supplies 

7,  IBB 

7,  MB 

7,9M 

7,988 

7,0M 

7,8M 

7.0M 

7,IM 

7,9M 

7,0M 

7,9M 

7,900 

64,  IM 

3.8N 

3,  MB 

3,  MB 

3,8M 

S,0M 

5,IM 

3,0M 

5,0M 

3,9M 

5,000 

^*• 

3,M0 

69, 9M 

3,3BB 

3,3N 

3,5M 

3,5* 

3,300 

3,SM 

3,3M 

3,5* 

3,3M 

3,SM 

3,5* 

3,3* 

42,900 

Total  Plant  Expense 

134,905 

134,143 

134,963 

134,983 

134,083 

134,945 

136,043 

138,945 

138,945 

138,965 

136,085 

136,065 

1,657,922 

o 


o 


o 


Selling  t »)diiini'>trdtive  Expenbes 


Pljnt  Manager 
Office  *<Aniiger 
Clffrkb 

Plant  Supervisor 
Bu)«r 

Yard  People 

&.667 

.1,500 

15.000 
3,500 

5.M0 

3.000 

6,667 

3,500 

15.000 

3,500 

5.000 

3.000 

6,667 

1.500 

15.000 

3.500 

5.000 

3.000 

6,667 

3,500 

15.000 
3,500 

5.000 

3.000 

6,667 

3.500 

15.000 

3.500 

5.000 

3.000 

6,667 

3,500 

15.000 
3,500 

5.000 

3.000 

6,667 

3,500 

15.000 
3,300 

5.000 

3.000 

6,  bb/ 
3,500 
15,000 
3,500 

5.000 

3.000 

6,667 

3,500 

15.000 

3,500 

5.000 

3.000 

6,667 

1.500 

15.000 

3.500 

5.000 

3.000 

6,  b67 

3,500 

15.000 
3,500 

5.000 

3.000 

6,667 

3,500 

15.000 
3,500 

5.000 

3.000 

60,004 

42.000 
180,000 

42.000 

60.000 
36,000 

Yotal  Labor 

Payroll  Ta«es  1 Benefi 
Sad  Debts 
Depreciation 
Interest 

Legal  1 Accounting 

Insurance 

faies  - Property 

Telephone 

Supplies 

«isc  Expenses 

36,667 
% 167 
.’5,352 

12,000 

15,^ 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 
9,  167 
25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

36,667 
9,  167 
25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 
9, 167 
25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 
9, 167 
25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 

9,167 

25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 

9,167 

25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

3.000 

4.500 

2.500 

36,667 
9, 167 
25,352 
12,000 
15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 

9,167 

25,352 

12,000 

15,400 

6.500 
4,000 

2.500 

%000 

4.500 

2.500 

36,667 
9, 167 
25,352 
12,000 
15,400 

6.500 

4.000 

2.500 

3.000 

4.500 

2.500 

36,667 
3, 167 
25,352 

12,000 
IS,  400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

36,667 
9.  167 
25,352 

12,000 

15,400 

6.500 

4.000 

2.500 

5.000 

4.500 

2.500 

440,004 
110,00] 
304,224 
144,000 
164,300 
78,  M0 

48.000 

30.000 

60.000 

54.000 

30.000 

Total  Selling  I Adam 

127,066 

127,086 

127,066 

127,086 

127,066 

127,066 

127,066 

127,066 

127,066 

127,166 

127,066 

127,066 

1,525,029 

Total  Expenses 

265, 171 

265,171 

265,171 

265,  171 

265,171 

263,171 

263,171 

263,171 

265,171 

263,171 

265,  171 

263,171 

3,182,051 

Profit  Before  Incoie  T 

70,  783 

70, 783 

70,  789 

70,  783 

7%\  783 

70, 783 

70, 783 

70, 789 

70,  783 

70, 783 

70, 783 

70, 783 

843,470 

Incoee  Taxes 

20,316 

28,316 

28,316 

26,316 

28,316 

28,316 

28,316 

28,316 

28,316 

28,316 

28,316 

28,316 

333,  768 

Met  Profit 

42,473 

42,473 

42,473 

42,473 

42,473 

42,473 

42,473 

42,473 

42,473 

42,473 

42, 473 

42,473 

503,662 

!V<ril4nd  Plant 

Ca%ti  FIcm 

Possible  Parhinq  Plant 


APl'tMDIX  A - 1.3 


Jul  86 

Aug  86 

Sep  86 

Qct  86 

Nov  86 

Dec  86 

Jan  87 

Feo  87 

Nar  87 

Apr  87 

Nay  87 

Jun  87 

Jul  87 

79  Begin  Inv  - C/0 
71 

0 

0 

0 

0 

66,999 

9 

66,990 

0 

66,696 

0 

66,099 

0 

66,069 

0 

66,090 

0 

66,098 

6 

66,069 

0 

66,090 

0 

66, 0M 

0 

66,099 

0 

74 

0 

1 

66,990 

66,098 

66,096 

66,999 

66,099 

66,090 

66,099 

66,090 

66,099 

66,099 

66,090 

P^rc^ases 

75 

76 

0 

» 

858,999 
3%, 989 

792,699 

396,999 

792.099 

396.099 

792,669 

396,609 

r32,099 

396,099 

792,699 

396,099 

792,090 

396,099 

792,909 
3%,  099 

792.000 

396.000 

792,099 
3%,  099 

792,099 
396, 0M 

792,099 
3%.  090 

78 

0 

1,254,099 

1, 180,999 

1,188,099 

1, 188,099 

1,  186,099 

1, 168, 0M 

1,186,099 

1,188,099 

1,186,090 

1, 186,099 

1,186,0M 

1, 188,099 

M Cost  Uvfstock  - C/B 
81  - F/C 

0 

0 

792,999 
3%,  999 

792,998 

396,009 

792,698 

396,669 

792,999 

396,099 

792,099 
3%,  099 

792,699 
3%,  099 

792.099 

396,009 

792,099 

396,199 

792,009 
3%.  099 

792,089 

396,099 

792. 0M 
396,099 

792, 0M 

3%,  099 

83 

• 

1,  188,999 

1, 188,090 

1, 188,668 

1,186,099 

1,  188,099 

1,188,068 

1, 186,099 

1,188,999 

1,166,0H 

1,166,089 

1,  188,099 

1, 188, 0M 

ffi  End  inv  - c/b 
86  - F/C 

1 

0 

66,  W9 

9 

66,999 

1 

66,699 

6 

66,099 

0 

66,699 

0 

66,696 

1 

66, 6M 

i 

66,699 

• 

66, 9H 

1 

66, 0M 

0 

66, 0M 
0 

66, 0M 

0 

89 

0 

66,699 

66,999 

66,999 

66,099 

66,099 

66,669 

66,099 

66,089 

66,080 

66,099 

66, 0M 

66, 0M 

99 

95  Purctusn  - C/B 
% - F/C 

0 

0 

0 

9 

858,999 
3%,  999 

87,789 

792,199 

396,999 

83,169 
792,699 
3%,  600 

. 83,166 

792,699 
396,099 

83,166 
792.  Mi 
396,099 

83,169 
792,  H9 
396,989 

83,169 

792,099 

396,098 

83, 169 
792,999 
396, 9M 

63,169 
792, 0M 
396,099 

83,160 
792,  Mi 
396,019 

83, 169 
792. 0M 
396, 9M 

83,160 
792, 0M 
396,091 

96  Total 

0 

1,254,999 

1, 168,999 

1,188,691 

1,180,699 

1,188,698 

l,iaS.6M 

1,188,098 

1,  186,099 

1,186,099 

1,188,090 

l,188,9M 

t,l88,0M 

IM  Pa)nwr>ts 

0 

1,166,229 

l,192,b29 

1,186,990 

1,  186,099 

1, 188.688 

1,188,699 

1,188,099 

1,186,899 

1,188,998 

1,186,090 

1,  188,099 

1, 188, 0M 

I0S  Ending  -A/P 

0 

87,  780 

83,166 

83,169 

83,169 

83,166 

83,169 

83,169 

83,169 

83,169 

83, 169 

83.169 

83, 169 

III  Cash  Segintng 
1 11  Tneew  aFter  tai 
11?  Depreciation 

113  Change  m P/R 

114  Change  in  A/P 
113  Change  in  Invent 

116  Loan  Revnovation 

1 17  Loan  Uorhing  Cap 

118  Loan  Cattle 

1 19  Loan  Prior  Debt 

0 

0 

0 

0 

0 

0 

1,099,000 

299,099 

859,989 

9 

1,948,899 

17,9S2 

12,099 

(1,969,299) 

87,789 

(66,909) 

9 

0 

9 

1 

29,271 

17,692 

12,099 

6 

0 

0 

9 

9 

0 

0 

57, 762 
17,692 

12,099 

0 

0 

• 

0 

1 

0 

6 

86,253 

17,692 

12,099 

0 

0 

0 

1 

0 

0 

0 

114,  744 
17,692 
12,199 

0 

0 

0 

0 

6 

0 

0 

143,235 

17,692 

12,099 

0 

6 

0 

6 

1 

• 

0 

171,727 

17,692 

12, 099 

0 

0 

• 

0 

0 

0 

0 

299,218 

17,692 

12,999 

6 

0 

9 

6 

6 

0 

6 

228,799 

17,69? 

12,099 

0 

0 

9 

0 

0 

0 

0 

257, 2M 
17,692 
12, 0N 

0 

0 

1 

0 

1 

0 

0 

285.691 

17,692 

12,099 

0 

0 

0 

0 

1 

0 

9 

314, 182 
17,692 
12,099 

0 

0 

1 

0 

0 

0 

0 

I?3  Sub 

2,959,989 

39,472 

38,963 

87,454 

115,943 

144, 436 

172,928 

291,419 

229,916 

258,491 

286,892 

315,363 

343,874 

I?i  LessiOebt  Service 
l?t  Fi led  Assest  Acqu 
122  Note  Payments 

1,299 

1,099,099 

0 

1,299 

9 

1 

1,299 

0 

0 

1,296 

9 

1 

1,299 

0 

9 

1,299 

1 

1 

1,299 

0 

6 

1,299 

0 

0 

1,290 

9 

1 

1,299 

0 

0 

l,2M 

1 

9 

l,2M 

0 

0 

1,2M 

9 

1 

1?4  sub 

1,048,699 

29,272 

57,763 

86,254 

114, 745 

143,236 

171,728 

299,219 

228,716 

257,291 

285,692 

314,163 

342,674 

128  cfih  cash  bal 

129  d(  bal 

0 

1 

1 

1 

• 

1 

1 

1 

9 

1 

9 

1 

0 

1 

1 

0 

0 

1 

IJI  Cash  Ending  Bal 

1,048,099 

29,271 

37,  762 

86,253 

114,744 

143,235 

171,727 

299,218 

228,  799 

257,299 

285,691 

314,182 

342,673 

o 


o 


o 


■VjnUr.d  ^dcking  r'Idnt 

Po«iDlp  Oiching  Plint  1’b.Nl)  IX  A-  1 u 


Jul  87 

Aug  37 

Sep  67 

Oct  87 

Nov  87 

Dec  87 

79  Begin  Inv  - C/8 
71 

66,  M0 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

74 

66,000 

66,000 

66,000 

66,et0 

66,000 

66,000 

Purcfidses 

7^ 

76 

792,000 

:r%,M0 

990.000 

660.000 

990.000 

660.000 

990.000 

660.000 

990.000 

660.000 

990.000 

660.000 

78 

1, 188,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

89  Cost  Livestock  * C/B 
fli  ' f/C 

792,000 

3%,0N 

990,000 

660,  0M 

990.000 

660.000 

990.000 

660.000 

990.000 

660.000 

990,000 

b60,000 

83 

1, 188,000 

1,650,000 

1,650,000 

1.650,000 

1,650,000 

1,650,000 

83  End  inv  - c/b 
86  - F/C 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

66,000 

0 

39 

66,001 

66.000 

66,000 

66,000 

66,000 

66.000 

It 

■38  Purcbises  - C/B 
% - F/C 

8J,16i 

792.000 

396.000 

83. 160 

990.000 

660.000 

ill  I 

115,500 

990.000 

660.000 

115,500 

990.000 

660.000 

115,500 

990.000 

660.000 

98  Tot*l 

l,lS6,00t 

1,650,000 

1,650,000 

1,650,000 

1,630,000 

1,650,000 

Itt  Payamts 

1,188,000 

1.617.660 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

Its  Ending  -A/P 

83,160 

115,500 

115,500 

115,500 

115,500 

115,500 

Hi  Ca^  Begining 
ill  inccw  after  taa 
11?  togrecialion 
1 13  Charge  in  A/R 
tl4  (Tiange  in  Q/P 
1 13  Oiange  in  Invent 

116  Loan  Revnovation 

117  Loan  UorhinQ  Cap 

118  Loan  Cattle 

1 19  Loan  Prior  Debt 

314,182 

17,692 

12,000 

0 

• 

0 

0 

0 

0 

0 

342,674 
29,615 
12, 0M 

0 

0 

0 

0 

0 

0 

0 

82,888 

29,615 

12,000 

0 

0 

0 

0 

0 

0 

0 

123,102 

29,6'3 

12,000 

0 

9 

0 

0 

g 

0 

0 

163,316 

29,615 

12,000 

0 

0 

0 

9 

0 

0 

0 

203,530 

29,615 

12,000 

0 

0 

0 

0 

0 

• 

0 

123  sub 

343,874 

384,289 

124,503 

164,717 

204,931 

245,144 

l?t  LessiDebt  Service 
1?1  Filed  Assest  Acqu 
132  Note  Payaents 

1,200 

0 

0 

1,400 

300,000 

0 

1,400 

0 

0 

1,400 

9 

0 

1.400 

0 

0 

1,400 

0 

0 

1?4  sub 

342,674 

82,889 

123, 103 

163,317 

2i3,53I 

243, 744 

128  cbk  cash  bal 

129  ck  bal 

0 

1 

0 

0 

0 

0 

0 

iJi  Cash  Ending  Bal 

342,674 

82,888 

123,102 

163,316 

203,530 

1 

243, 743 

o 


Jan  88 

Feb  88 

Nar  88 

Apr  38 

Nay  38 

Jun  88 

Jul  88 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

0 

0 

0 

0 

0 

0 

0 

66,000 

66,000 

66.000 

66,000 

66,000 

66,000 

66,000 

990,000 

990,  M0 

990,000 

990,  M0 

m,m 

991,000 

990,  WO 

660,000 

660,000 

660,000 

660,  M0 

660,000 

660,000 

660,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

990,000 

790,000 

990,000 

990,000 

990.000 

990,000 

790,000 

660,000 

660, 

660,000 

660,000 

660,000 

660,009 

660,000 

1,650,000 

1,650,000 

1,659,000 

1,650,000 

1,650,300 

1,650,000 

1,650,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

66,000 

0 

0 

0 

0 

0 

1 

0 

66,000 

66,000 

66,000 

66,000 

66.000 

66,000 

66,  MO 

115,500 

115,500 

115,500 

115,500 

115,500 

115,500 

115,500 

TW,  iWi 

990,  000 

990,000 

990,000 

990,000 

990,000 

790,000 

660,000 

660,000 

660,000 

660,000 

660,000 

668,000 

660,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

1,650,000 

115,500 

115,500 

1 15.500 

115,500 

115,509 

115,500 

115,500 

243, 743 

283.957 

324,171 

364,385 

404, 599 

444,8i3 

29,615 

29,615 

29,615 

29,615 

29,615 

29,615 

29,615 

12,000 

12,000 

12,000 

12,000 

12,000 

12.  MO 

12,000 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

• 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

285,356 

325,572 

365,786 

406,000 

446,214 

486,428 

526,642 

1,400 

1,400 

1,400 

1,400 

1,400  ^ 

1,400 

1,409 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 

0 

283,958 

324.172 

364,386 

404,610 

444,814 

485,028 

525,242 

0 

1 

0 

1 

0 

0 

0 

0 

0 

263,957 

324,  171 

364,385 

404, 599 

444.813 

485,027 

1 

^,241 

Wontdnd  -^actunq  PNnt 
FIom 

Pichinq  Plant 


APF’FiNTOlX  A-r, 


Jul  d6 

Aug  00 

Sap  00 

Qct  00 

Nov  80 

Oac  00 

Jan  09 

Fab  09 

Nar  89 

Apr  89 

Nay  89 

Jun  89 

Jul  89 

Bfgin  Inv  - C/8 
71 

66,888 

8 

66,088 

0 

66,888 

1 

66,888 

0 

66.880 

8 

66,080 

8 

66,880 

8 

66,800 

0 

66,008 

I 

66,808 

0 

66,808 

0 

66,00 

0 

66,00 

0 

7^ 

66.088 

66,888 

66,888 

66,088 

66,080 

66,888 

66,888 

66,088 

66.880 

66,018 

66, 8W 

"66,00 

66, 088 

PurctiasM 

73 

76 

998.088 

668.088 

1,328,088 

792,888 

1,328,088 

792,088 

1,328,088 

792,801 

1,328,880 

792,080 

1,328.880 

792,888 

1,328,888 

792,808 

1,328,088 

792,080 

1,328,888 

792,888 

1,328,018 

792,888 

1,328.000 

792,088 

1,328,00 

792,00 

1.328.00 

78 

1.658,888 

2,112,888 

2,112,888 

2,112,088 

2,112,818 

2, 1 12, 880 

2,112,001 

2,112,088 

2,112,880 

2,112,008 

2, 112,088 

2,112.00 

2, 112,00 

88  C<Ht  Livwtock  - C/B 
81  - F/C 

998,888 

660,088 

1,328,888 

792,108 

1,328.088 

792,088 

1,328,080 

792,088 

1,328,808 

792,880 

1,328,088 

792,080 

1,328,888 

792,080 

1,328,888 

792,808 

1,328,808 

792,088 

1,328,808 

792,088 

1,328,088 

792,088 

1,328,00 

792,00 

1,328,00 

792,08 

83 

1,638,088 

2.112,888 

2,112,088 

2,112,888 

2,112,088 

2,112,088 

2,112,000 

2, 112,888 

2.112,008 

2,112,088 

2,112,088 

2,112,00 

2,112,00 

05  End  inv  - c/b 
as  - F/C 

66,888 

8 

66,888 

0 

66,081 

1 

66,188 

8 

66,808 

0 

66,808 

1 

66,080 

1 

66,880 

I 

66.000 

8 

66,808 

1 

66.108 

8 

66,00 

1 

66.00 

0 

89 

66,888 

66,188 

66, 088 

66,018 

66,088 

66,088 

66,880 

66,888 

66,880 

66,880 

66,088 

66,00 

66,00 

98 

95  Purrttasn  - C/B 
% - F/C 

115,588 

998,088 
668,  M8 

113,380 

1,328,880 

792,088 

147,048 

1,328,088 

792,188 

147,048 

l,32t,8W 

792,888 

147,0*8* 

1,328,088 

792,888 

147,048 

1,328.880 

792,008 

147,048 

1,328,888 

792,888 

147,048 

1,328,888 

792,888 

147,048 

1,328,088 

792.088 

Ill 

147,0*8 

1,328,888 

792,80 

147,8*8 

1,328,00 

792,00 

147.3*0 
1,328, 08 
792,00 

98  Total 

1,658,888 

2,112,888 

2,112,880 

2,112,088 

2,112,180 

2,1(2,888 

2,112,888 

2,112,888 

2,112,888 

2,112,888 

2,112,80 

2,112.80 

2,112,00 

188  Paywnt« 

1.658, 0N 

2, 879,668 

2,112,088 

2,112,080 

2,112,088 

2,112,880 

2,112,088 

2, 112,000 

2,112,088 

2,112,080 

2,112,008 

2, 112,00 

2, 112,088 

185  Endtnq  -A/P 

115,588 

147,048 

147,048 

147,048 

147,040 

147,048 

147,048 

147. 048 

1*7.048 

147,048 

147,0*8 

1*7,848 

147,8*8 

111  Caih  Be9inin9 

111  Incoae  aftfr  taa 

112  Dtprtciation 

113  Oar^*  in  A/B 

114  0)ar>9*  in  A/P 

115  OanQt  in  Invent 

116  Loan  ffrvnovation 

117  Loan  Uorliing  Cap 

118  Loan  Cattlt 

119  Loan  Prior  Dvbt 

405. 027 
29,615 
12,088 

8 

0 

0 

8 

f 

8 

0 

525,242 

42.473 

12,888 

8 

0 

8 

8 

8 

0 

1 

370,  114 
42,473 
12,  M8 

0 

0 

0 

1 

0 

1 

0 

438,906 

42,473 

12,088 

0 

0 

1 

• 

0 

0 

• 

403,059 

42,473 

12,888 

• 

1 

1 

8 

8 

8 

8 

536,731 

42,473 

12,888 

0 

0 

0 

8 

8 

8 

8 

569,684 

42,473 

12,808 

0 

0 

0 

1 

8 

1 

8 

642.476 
42.473 
12, 8M 

0 

8 

8 

8 

8 

8 

8 

695, 349 
42,473 
12,888 
8 
0 
0 
8 
0 
8 
8 

740,221 

42.473 

12,888 

8 

8 

8 

8 

8 

0 

8 

01,09* 

*2,473 

12,888 

0 

0 

0 

8 

8 

8 

8 

833,966 

42,473 

12,80 

8 

8 

8 

0 

8 

8 

8 

986,839 
42,4  73 
12,00 

0 

8 

0 

0 

0 

0 

0 

123  sub 

526,642 

379,713 

432,307 

403,461 

336,332 

591,285 

6*4,877 

696,938 

749,022 

082, 69S 

835,567 

90,448 

%1,312 

128  L#ss:Debt  Strvic* 

121  Fuad  Asi»st  Acqii 

122  Nott  PayMnts 

1,488 

8 

1 

1,688 

288,888 

8 

1,688 

• 

• 

1,618 

i 

1 

1,688 

1 

8 

1,680 

• 

• 

1,688 

8 

1 

1,688 

8 

8 

1,608 

8 

1 

1,688 

• 

8 

1,60 

8 

8 

1,60 

8 

8 

1,60 

8 

8 

124  sub 

523,242 

370,  115 

438,967 

403,068 

336,733 

569,683 

642,  a77 

693,358 

740,222 

081,893 

853,967 

90,0*8 

959,712 

129  ck  bal 

8 

1 

$ 

8 

• 

• 

8 

• 

8 

1 

• • • I 

138  Cash  Bal 

525,242 

178,11* 

438,966 

483,359 

536,731 

589,68* 

6*2,  *76 

1 

695, 3*9 

1 

7*8,221 

1111 
01,89*  853,966  986,839  939,711 

Q 


O 


